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REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 



WBDN28DAT, JtTNB 29, 1931. 

United States Senate, 
Committee on Finance, 

Washingtonj D. C, 

The committee met, pursuant to call, at 10.30 o'clock a. m., in 
room 312, Senate Office ouilding, Senator Boies Penrose presiding. 

Present: Senators Penrose (chairman), McCumber, Smoot, La 
}^ ollette, Dillin^am, Watson, Simmons, Williams, Jones, Gerry, Reed, 
Walsh, and McKellar. 

Also present: Hon. Andrew W. Mellon, Secretary of the Treasury; 
flon. Elliott Wadsworth, Assistant Secretary of the Treasury; and 
John E. Walker, Esq., chief of the legislative drafting service of the 
Senate. , 

The Chairman. The committee will come to order. The Secretary 
of the Treasury is expected to arrive here any minute to be heard 

i»on a bill pending before the committee enabling the refunding of 
i) ligations of foreign Governments owing to the United States of 
/^ Tierica, and for other purposes. The bill will be printed in the 
• -.nographer^s notes as openmg the meeting. 

I have here a letter of the President to tne chairman of the Com- 
mittee on Finance, transmitting the letter of the Secretary of the 
\ reasury and containing other matters pertaining to the subject. I 
^suppose the members of the committee have read it. These com- 
munications will also be inserted in the notes. 

(The bill and correspondence referred to are printed in full, as 
follows:) 

{S. 2135, Bizty-seyenth Congress, first session.] 

A BILL To enable the refunding of obligations of foreign Governments owing to the United States of 

Amerita , and for other purposes . 

Be it enacted by the Senate and Homeo/kepresentdtivesd/ihe United Staies of America 
in Congress assembled, 1 hat the Secretary of -the- Treasury, with- the approval of the 
President, is hereby authorized from time, to time po refund or codvert, and to extend 
the time of payment of the principal orthe interest, orboth, of %ny obligation of any 
foreign Government now owing to tHe: United Stat^,Qf. Am^rjiqav or any obligation of 
any foreign Government herealter received by the tjnited' Sfates of America (including 
obligations held by the United States Grain Corporation), arising out of the European 
war, into bonds or other obligations of such, or of any other, foreign Government, and 
from time to time to receive bonds and obligations of any foreign Government in sub- 
stitution for those now or hereafter held by the United States of America, in sUch form 
ard of such terms, conditions, date or dates of maturity, and rate or rates of interest, 
aud with such security, if any, as shall be deemed for the best interests of the Unitea 
»*^tates of America, and to adjust and settle any and all claims, not now represented. by 
bonds or obligations, which the United States of America now has or hereafter may 
have against any foreign Government and to accept securities therefor. 
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The White House, 
Washington J June 22, 1921. 

My Dear Senator: I am inclosing to you herewith a copy of a letter which I have 
received from the Secretary of the Treasury relating to the obligations of foreign Gov- 
ernments to the United States which arose out of the World War and our participation 
therein. The statement is a comprehensive one, showing the detailed obligations 
which are owing to the United States, and the Secretary points out the urgent necessity 
of broad powers granted by the Congress for the arrangement for the refunding or con- 
version or extension of the time of payment of principal and interest on these obliga- 
j tions, and the adjustment of other claims oi the United States against foreign Govern- 

ments. 

All the circumstances suggest the grant Ol broad powers to the Secretary of the 
Treasury to handle this problem in such a manner as best to protect the interests of our 
Government. 

I hope your committee and the Congress will find it consistent promptly to sanction 
such an act as that which is suggested by the inclosed draft. If the Congress will 
promptly sanction such a grant of authority, the Secretary of the Treasury may proceed 
to the prompt exercise of the powers granted to him, and we. reasonably may expect a 
satisfactory nandling of the ooligations due and the claims ol our Government which 
are awaiting settlement. 
Sincerely, yours, 

Warren G. Harding. * 

Hon. Boies Penrose, 

Committee on Finance, United States Senate, 
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Treasury Department, 
Washington, Jun^ 21, 1921. 

My Dear Mr. President: I desire to call to your attention the situation respect- 
ing the matter of the refunding of the debt of foreign Governments to the United 
States arising out of the European War. 

This debt as now held summarized is as follows: 

Obligations for advances made under the various Liberty bond acts. $9, 435, 225, 329. 24 
Obligations received from the American relief administration. . . * 84, 093, 963. 55 

Obligations received from the Secretary of War and from the 
Secretary of the Navy on account of the sales of surplus war 

materials " . . 565, 048, 413. 80 

Obligations held by the United States Grain Corporation ' 56, 899, 879. 09 

Total '. 10,141,267,585.68 

Annexed hereto are statements showing in detail the obligations above referred to, 
giving, as to each class, the amount owing by each country and, in the case of loans 
m)m the proceeds of Liberty loan bonds, the amount thereof loaned from the proceeds 
of the first Liberty loan bonds and the amount from subsequent Liberty loan bonds. 

From this statement it will be seen that the obligations in respect of loans from the 
proceeds of Liberty bonds are all demand or overdue obligations, while the other 
classes referred to mature at various dates, beginning June 30, 1921, and extending 
to August 1, 1929. The obligations mentioned as being held by the United State« 
Grain Corporation were received by that corporation from foreign Governments on 
account of the sale of flour under the act of March 30, 1920. As they may at any time 
be turned into the United States Treasury, and some of them mature 6n June 30 next, 
they are included here, so that they may be dealt with along with other like obligations. 

From the statement it will also be seen that the obligations of the various classes 
pamed are lareely owing by the same debtors; that is to say, this Government in the 
refunding of the various classes of these obligations will to a considerable extent have 
to deal with the same Governments. 

I am advised that, except as to the advances made out of the proceeds of Liberty loan 
bonds, this department is without authority to consent to any extension of the time for 
payment of the principal or of the interest of these obligations or to proceed with the 
refunding thereof. As to the advances made out of the proceeds of Liberty loan 
bonds, the existing authority contains such diverse provisions as to interest rates, the 
maturity, and other terms of the refunding bonds that may be accepted by the depart- 
ment as makes it diflicult to formulate a plan whereby the interests of this Government 
may be as well protected and the bonds to be received be in as desirable form as would 
be the case if the entire debt of each coimtry could be dealt with as a whole and free 
from such restrictions. 
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/' 

In some cases the debtor nations owe large amounts to other countries as well as to 
the United States, and it may be advisable, and in some cases indeed necessary, to con- 
sider comprehensively the entire debt of such countries, its financial condition and 
resources, so as to work out a refunding plan reasonably within the ability of such 
country to carry out. 

In tlie case of some of the debtor countries it is impossible for them to make payment 
of their obligations as they now mature. It is impossible for some of them to make 
payment of the maturing interest. To insist on payment might be disastrous to the 
peoples of such countries; and besides there may have to be given consideration to 
the bearing of the adverse foreign exchange rates existing at the time against these 
debtor countries and which may make it desirable to defer payment of interest. 

Under the circumstances I have briefly referred to, it is, I think, clear that by 
reason of the lack of any authority as to a part of these foreign obligations and the 
restrictions upon the existing authority as to the others, it is impossible in any refund- 
ing, imder the varying conditions that exist, to deal fairly with the debtor countries 
and at the same time protect the interests of this country. To do this, it is essential 
that the department have full authority as to all such foreign indebtedness to deter- 
mine the form and terms of the settlements and of the refunding obligations, the rate 
or rates of interest, the maturity dates, and the right to extend the time for the pay- 
ment of interest on the jindebtedness to be refunded. It is also of importance that 
the department should have adequate authority to adjust and settle claims against 
foreign Governments, which are not in the form of bonds or obligations, as, for ex- 
ample, the claim for costs of our military forces of occupation. 

Lhave had prepared a draft of an act of Congress to accomplish the purpose stated 
and should ^ou transmit this communication to Congress shall be glad to appear before 
the appropriate committees relative to the situation and the necessity for the authority 
requested. 

Faithfully, yoiUB, 

A. W. Mellon, Secrelnnj. 

The President, 

The White House. 



Amount of obligations of foreign Oovemments field by the Treasury for advances maoe 

under the various Liberty bond acts. 



CkMintry. 


First liberty 
bond act. 


Subsequent 

Ldberty bond 

acts. 


Total Liberty 
bond acts. 


Present 

interest 

rate. 


Maturity. 


B^^giiim. . . 


135,000,000.00 


1312,091,566.23 

9,025,50a00 

61,256,208.74 

2,300,762,938.19 

3,011,318,358.44 

i5,ooo,ooaoo 

1,473,034,060.90 

26,000.00 

23,205,819.52 

90,229,750.00 

24,675,139.22 


$347,601, 66& 23 

9,025,500.00 

61,256,206.74 

2,950,782,938.19 

4,166,318,358.44 

15,000,000.00 

1,648,034,050.90 

26,000.00 

23,205,819.52 

187,729,750.00 

26,175,139.22 


Percent. 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 


Demand or overdue. 


Cutia 


Do. 


Csechoslovakia. . 




Do. 


France 

Great Britain.... 
Greece 


O5o,ooo,ooaoo 

1,155,000,000.00 


Do. 
Do. 
Do. 


Italy 


i75,666,666.66 


Do. 


Liberia 


Do. 


RiiTnAifif^. 




Do. 


Russia 


97,500,000.00 
1,500,000.00 


Do. 


Serbia 


Do. 






Total 


12,114,000,000.00 


7,321,225,329.24 


9,435,225,329.24 


" 








• 



^ Advances up to Sept. 24, 1917. 

Obligations received from the Secretary of War and from the Secretary of the Navy on 

account of sale of surplus war materials. 



Country. 


Principal 
amount 
payable. 


Total. 


Date of 
obligation. 


Date of 
maturity. 


Interest 
rate. 


Belgium , 


$19,000,000.00 

8,392,097.57 

196,483.57 




Apr. 10,1919 
Aug. 5,1919 
Aug. 21,1919 

May 29,1919 
June 15,1919 
Aug. 10,1919 
Oct. 14,1919 
Feb. 10,1920 
May 1, 1920 


Apr. 10,1922 
Aug. 5, 1922 
Aug. 21,1922 

June 30,1922 
June 30,1923 
June 30,1924 
Oct. 14,1922 
Jan. 28,1923 
June 30,1925 


Percent. 
5 






5 






5 




$27,588,581.14 




Czechoslovalda 


5,000,000.00 
5,000,000.00 
4,902,994.94 
2,464,950.38 
1,291,903.85 
1,962,145.37 


5 






5 






5 






5 






5 






5 




26,62i,994.54 
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Obligations received from Ihe Secretary of War and from the Secretary of the Navy on 

account of sale of surplus war materials— -Contume^. 



Country. 



Esthonia . 

France . . . 

Latvia 

Lithuania 
Poland... 



Rumania. 



Russia 

Serbs, Croats, and Slovenes. 



Total. 



Principal 
amount 
payable. 



$5,000,000.00 
5,000,000.00 
2,213,377.88 



400,000, 

2,521, 

4,159, 

10,000, 

10,000, 

10,000, 

10,000, 

7,890, 

5,536, 

3,941, 

2,266, 



000.00 
869.32 
491.96 
000.00 
000.00 
000.00 
000.00 
939.27 
867.71 
803.61 
709.66 



5,000,000.00 
5,000,000.00 
2,922,675.42 



406,082.30 

5,000,000.00 

5,000,000.00 

10,000,000.00 

50,350.28 

281,205.51 

4,646,465.20 



Total. 



$12,213,377.88 

400,000,000.00 

2,521,869.32 

4,159,491.96 



59,636,320.25 



12,922,675.42 
406,082.30 



24,978,020.99 



565,048,413.80 



Date of 
obligation. 



June 6, 1919 
June 11,1919 
June 29,1919 

Aug. 1, 1919 
June 28,1919 

do 

June 3, 1919 

do 

July 19,1919 
July 22,1919 
July 31,1919 
Oct. 1, 1919 
Oct. 15,1919 
Apr. 22,1920 

June 27,1919 

do 

Aug. 13,1919 

Aug. 8y 1919 
June 13,1919 
Aug. 30, 1919 

do 

Dec. 20,1919 
Apr. 15,1920 
Apr. 29,1920 



Date of 
maturity. 



June 30,1922 
June 30,1923 
June 30,1924 

Aug. 1, 1929 
June 30,1922 

* • •  *\Xwa •  •  • .a 

June 22,1922 
June 30,1923 
June 30,1924 

do 

do 

Oct. 1, 1926 
Oct. 15,1925 
Mar. 27,1926 

June 30,1922 
June 30,1923 
June 30,1924 

June 30,1922 

do 

June 30, 1923 
June 30,1924 

do.. 

Apr. 15,1924 
June 30,1925 



Interest 
rate. 



Per cent. 



5 



r> 

5 
5 
5 
5 
5 
5 
h 
5 
5 
5 



5 
5 
5 

5 
5 
5 
5 
5 
5 
5 



Obligations held by the United States Grain Corporation. 



Country. 



Armenia. 



Austria 

Czechoslovakia 

Hungary 

Poland....... 



Prindpal 

amount 

payable. 



$793, 
472, 
656, 
748, 
129, 
949, 
181, 



733.40 
533.00 
190.00 
725. 00 
405.00 
665.11 
253.83 



24, 055, 

2, 87.i, 

1,685, 

682, 

146, 

2, 145, 

951, 

1,605, 

1, 054, 

804, 

951, 

1, 147, 

828, 

455, 

759, 

448, 

68, 

47, 

30, 

62, 

12, 152, 



708.92 
238.25 
8-35. 61 
147.50 
632. 50 
539. 37 
975. 89 
665.06 
133.66 
591.99 
392. 04 
319. 34 
633.04 
986.98 
134. 29 
3;n.49 
553. 18 
377.06 
720.85 
196.98 
279. 75 



TotaJ. 



Total. 



$^,931,505.34 

24,055,708.92 

2, 87.i, 238. 25 

1, 685, 835. 61 



24, 353, 590. 97 



56, 899, 879. 09 



Date of 
obligation. 



Nov. 

Nov. 

Dec. 

Jan. 

Jan. 

May 

June 

Sept. 

July 

May 

Dec. 

Dec. 

Mar. 

Mar. 

Mar. 

Apr. 

Apr. 

Apr. 

Apr. 

Apr. 

May 

May 

May 

May 

June 

July 

July 

July 



26, 1919 
29, 1919 

10. 1919 
26,1820 
29,1920 
20,1920 
17, 1020 

4, 1920 

30. 1920 
29, 1920 

1. 1919 

19. 1919 

12. 1920 
22,1920 
26,1920 

2. 1920 
9, 1920 

13,1920 
23, 1920 
26, 1920 
10, 1920 
12, 1920 
13, 1920 
14, 1920 
2,1920 
7,1920 
14, 1920 
13, 1920 



Date of 
maturity. 



June 30,1921 

....do 

....do 

....do 

....do 

....do 

....do 

Jan. 21,1925 
Jan. 1, 1925 

do 

June 30,1921 

....do 

....do 

....do 

....do 

....do 

....do 

....do 

....do 

do 

....do 

....do 

....do...... 

....do 

....do 

....do 

....do 

....do 



Interest 
rate. 



Per cent. 



5 

5 
5 
5 
5 
5 
5 

6 
6 
6 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
6 
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Ohltgations received by the Treasury from the American Relief Adminieiration, 



Ck)untry. 



Armenia 

Czechoslovakia. 

Esthonia 

Finland 



Latvia 

Lithuania. 
Poland.... 



Russia 

Total. 



Principal 

amount 

payable. 



$8,028,412.15 
6,428,089.19 
1,^6,767.72 
3,^9,276.98 
4,992,649.19 



2,610,417.82 

822,136.07 

10,000,000.00 

10,000,000.00 

31,671,749.36 



4,465,465.07 



TotaL 



18,028,412.15 
6,428,089.19 
1,785,767.72 



8,281,926.17 

2,610,417.82 

832,136.07 



51,671,749.36 
4,465,465.07 



84,093,963.55 



Date of 
obligation. 



June 30,1919 

do 

Aug. 11,1919 
June 30,1919 
July 1,1920 

June 30,1919 

do 

do 

do 

do 



July 1,1919 



Date of 
maturity. 



June 30,1921 
June 30,1923 
June 30,1921 

do — ... 

do 



do 

do 

do 

June 30,1922 
June 30,1923 

June 30,1921 



Interest 
rate. 



Percent. 



6 
5 
5 
5 
5 

5 

5 
5 
5 
5 



The Chairman. Mr. Walker, Senator Walsh has just made in- 

S[uuy as to the present law with respect to the refimding of these 
orei^ debts. Will you kindly take the stand for a moment and 
inform the committee as to the law and refer the committee to it. 



STATEMENT OF MB. JOHN E. WALKEB, CHIEF OF THE LEGIS- 
XATIVE DEAFTING SERVICE OF THE SENATE. 

Mr. Walker. The authority is under sections 2 and 3 of the second 
Liberty bond act, approved September 24, 1917, Those sections 
are as follows : 

Sec. 2. That for the purpose of more effectually providing for the national security 
and defense and prosecuting the war, the Secretary of the Treasury, with the approval 
of the President, is hereby authorized, on behali of the United States, to establish 
credits with the Uriited States for any foreign Governments then engaged in war ^th 
the enenvies of the United States; and, to the extent of the credits so established from 
time to lime, the Secretary of the Treasury is hereby authorized to purchase, at. par, 
from such foreign Governments respectively their several obligations l^ereafter issued, 
bearing such rate or rates of interest, maturing at such date or dates, not later than 
the bonds of the United States then last issued under the authority of this act, or 
of such act approved April 24, 1917, and containing such terms and qondit^ions as thd 
Secretary of the Treasury may from time to time determine, or to make advsucices to 
or for the account of any such foreirn Governments, and to receive such obligations 
at par for the amount of any such advances; but the rate or rates of interest borne by 
any such obligations shall not be less than the highest rate borne by any bonds of the 
United States which, at the time of the acquisition thereof, shall have been issued 
under authority of said act approved April 24, 1917, or of this act, and any such obli- 
gations shall contain such provisions as the Secretary of the Treasury may from time 
to time determine for the conversion of a proportionate part of such obligations into 
obligations bearing a higher rate of interest if bonds of the United States issued under 
authority of this act shall be converted into other bonds of the United States bearing 
a higher rate of interest, but the rate of interest in such foreign obligations issued upon 
such conversion shall not be less than the highest rate of interest borne by such bonds 
of the United States; and the Secretary of the Treasury, with the approval of the* 
President, is hereby authorized to enter into such arrangements from time to time 
with any such foreign Governments a& may be necessary or desirable for establishing 
such credits and for the payment of such obligations of foreign Governments before 
maturity. For the purposes of this section there is appropriated, out of any money 
in the lYeasury not otherwise appropriated, the sum of ^,000,000,000, and in addition 
thereto the unexpended balance of the appropriations made by section two of said 
act approved April 24, 1917, or so much thereof as may be necessary: Provided y 
That the authority granted by this section to the Secretary of the Treasury to establish 
credits for foreign Governments, as aforesaid, shall cease upon the termination of the 
war between the United States and the Imperial German Government. 
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Sec. 3. That the Secretary of the Treasury is hereby authorized, from time to time, 
to exercise in respect to any obligations of foreign Governments acquired under 
authority of this act or of said act approved April 24, 1917, any privilege of conversion 
into obligations bearing interest at a higher rate provided for in or pursuant to this 
act or said act approved April 24, 1917, and to convert any short-time obligations of 
foreign Governments which may have been purchased under the authority of this 
act or of said act approved April 24, 1917, into long-time obligations of such foreign 
Governments, respectively, maturing not later than the' bonds of the United States 
then last issued under the authority of this act or of said act approved April 24, 1917, 
as the case may be, and in such form and terms as the Secretary of the Treasury may 
prescribe; but the rate or rates of interest borne by any such long-time obli^tions 
at the time of their acquisition shall not be less than the rate borne by the short-time 
obligations so converted into such long-time obUgationa; and, under such terms and 
conditions as he may from time to time prescribe, to receive payment, on or before 
maturity, of any obligations of such foreign Governments acquired on behalf of the 
United States under authority of this act or of said act approved April 24, 1917, and, 
with the approval of the President, to sell any of such obligations (but not at less 
than the purchase price with accrued interest unless otherwise hereafter provided 
by law), and to apply the proceeds thereof, and any payments so received from 
foreign Governments on account of the principal of their said obligations, to the redemp- 
tion or purchase, at not more than par and accrued interest, of any bonds of the United 
States issued under authority of this act or of said act approved April 24, 1917; and if 
such bonds can not be so redeemed or purchased the Secretary of the Treasurj'' shall 
redeem or purchase any other outstanding interest-bearing obligations of the United 
States which may at such time be subject to redemption or which can be purchased 
at not more than par and accrued interest. 

Senator Walsh. Mr. Chairman, I have a memorandum which was 
furnished yesterday by the Treasury Department and which I think 
should go m the reeofrd. The first table in this memorandum shows 
cash advances to foreign Governments pursuant to acts of April 24, 
1917, September 24, 1917, April 4, 1918, and July 9, 1918, as at the 
close of business June 27, 1921. That table shows a total of 
$9,597,518,741.09. 

The second table in the memorandum is ''Of which the following 
repayments have been made"; and that shows a total of repayments 
of $162,293,411.85. 

The third tabid in the memorandum shows ''interest heretofore 
paid by each of the foreign Governments on above mentioned 
advances." That table shows a total interest paid of $451,736,985.21 . 

The memorandimi is very concise and I tmiik adds to the record 
and brings it jight up to date. 

The Chairman. I think that is true. The memorandum will be 
inserted at the isuggestion of Senator Walsh. 

(The memorandum referred to is as follows:) 

Cash advances to foreign Governments pursuant to acts of Apr, 24y 1917, Sept. 24, 1917, 
Apr, 4, 1918 J and July 9, 1918, as at the dose of business June 27, 1921, 

Belgium..... $349, 214, 467. 89 

Cuba 10,000,000.00 

Czechoslovakia 61, 266, 206. 74 

France 2, 997, 477, 800. 00. 

Great Britain 4, 277, 000, 000. 00 

Greece ..: 15,000,000.00 

Italy 1,648,034,060.90 

Liberia 26,000.00 

Rumania 26,000,000.00 

Russia 187,729,750.00 

Serbia - 26,780,466.56 

Total' 9, 697, 618, 741. 09 
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Of wluch the following repaymente have been made: 

Groat Britain $110,681,641.56 

France i 46, 714, 861. 81 

Rumania 1,794,180.48 

Bdlgium 1, 522, 901. 66 

Cuba 974,500.00 

Serbia 605, 326. 84 

Total 162, 293, 411 . 85 

Interest heretofore paid by each of the foreign Governments on dbove-menthned advaruies, 

Belgium. $10, 907, 281. 55 

Cuba 1; 282, 369. 54 

Czechoslovakia 304, 178. 09 

France 129, 570, 376. 13 

Great Britain 245, 557, 185. 50 

Greece 784,153.34 

Italy 57, 598, 852. 62 

Liberia 861.10 

Rumania 263,313.74 

Russia 4,832,354.46 

Serbia 636,059.14 

Total...' 451,736,985.21 

STATEMEVT OF HOV: ANDKEW W. HELLOS, SECKETABT OF 

THE TBEASXTBT. 

The Chairman. The committee has with it to-day, in connection 
with the bill under, consideration, the Secretary of the Treasury and 
certain employees in the Treasury Department whom he has brought 
with him on his invitation. I will ask the Secretary if he will state 
to the committee how he would like the proceedings to be conducted. 

Secretary Mellon. I am ready to furnish any information. We 
have copies of all of the documents and everything relating to these 
obligations. 

The Chairman. Do you desire^ Mr. Secretary, to state in your own 
way to the committee, without interruption, what you might desire 
to say and then have tlie members of tne committee address to you 
any inquiries that they wish to make ? 

Secrotarv Mellon. I have prepared a short preliminary statement 
with regard to the authority that is asked for and the reasons therefor. 

The Chairman. Will you kindly read it ? 

Secretary Mellon. I shall ask Mr. Wadsworth to read the state- 
ment. 

Mr. Wadsworth (reading) : 

The request for authority to deal with the debtor natious relating to their obli^ 
tions is necessary to the Treasury Department. The department is without authority 
to consent to any extension of the time for paynaent of principal and interest of the 
debts. of a number of the debtor nations, and in the case of those where the debts 
arose from advances out of the proceeds of Liberty loan bonds the authority is, to a 
large extent, restricted. Without the broad authorit>r provided in the act submitted 
to you, it Would be difficult and in some cases impossible to proceed and procure the 
new securities in a form that will protect the mterests of the Government. The 
reasons for asking the broad authority which will cover any contin^ncies that may 
arise in t^e negotiations is that it is essential to have the new securities in the most 
substantial form, so that they may be available to this Government for any future 
use. It is essential that the authority be complete, so that no question may arise in 
tiie future respecting their legality. 
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In the case of some of the debtor countries it is impossible for them to make pay- 
ment of their obligations as they now mature. It is impossible for some of them to 
make payment of the maturing interest. To insist on payment might be disastrous 
to the peoples of such coim tries; and besides there may have to be given considera- 
tion to the bearing of the adverse foreign exchange rates existing at the time against 
these debtor coimtries and which may make it desirable to defer payment of interest. 

It is of the utmost imxwrtance that the department shall have adequate authority 
relating to these claims so that the negotiations may proceed and the adjustments 
and refunding be accomplished in a sound and businesslike manner. The problem 
is one which has grown out of the war. The authority asked while it may appear 
broad, is no more than is actually needed. The United States is a creditor nation 
to the extent of over $10,000,000, and this great asset must be dealt with by the Gov- 
ernment, and if the power is granted to the Secretary of the Treasury it will be used 
to serve the best interest of the Government and people. 

Senator Watson. Has any statement been made showing the 
amount of interest due and the amount of interest that has been 
paid by each nation ? 

Senator Smoot. That was just put into the record. 

Senator Watson. I did not understand it that way. Senator 
Walsh, did you put in a statement showing the amount of interest 
due and the amoimt of interest that has been paid by each nation ? 

Senator Walsh. Yes. 

Senator Watson. I did not understand that your statement) was 
that inclusive. 

Senator Walsh. It was the total indebtedness; the amount paid 
under the indebtedness and the amoimt of interest due. Evidently 
the money that has been paid has been applied to the principal 
rather than to the interest. 

Senator La Follette. The first statement is, '^Cash advances to 
foreign Governments pursuant to acts of April 24, 1917, September 
24, 1917, April 4, 1918, and July 9, 1918, as at the close of Ibusiness 
June 27, 1921." Then follows a table showing those advances. 
That is succeeded by a table the heading of which is, "Of which the 
following repayments have been made." Then follows a table giving 
the amounts and naming the countries. Following that there is a 
table imder the heading "Interest heretofore paid by each of the 
foreign governments on above mentioned advances." There is no 
table here showing the amount of interest due at the present time. 

Senator Walsh. You mean the principal and interest of each 
country? 

Senator Watson. What I was trving to get at was the amount of 
interest due by each nation and tne amount paid by each nation. 
From reading the statement I got the impression that the money that 
had been paid had been credited to the principal rather than to the 
interest. Senator McCumber last year, when the former Secretary 
of the Treasury was before the committee, printed a statement, as I 
recall, showing the amount of interest that was due and the amount of 
interest that had been paid. What I was trying to get at was the 
amoimt of interest that each nation owed us. Is it true that the 
amount of money paid by these debtor nations has been credited to 
principal and not to interest ? 

Mr. Wadsworth. There has been interest also paid which was 
credited as interest at the time. 

Senator Smoot. Have you not a list of the amount of interest due 
up to date from each country ? 
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Mr. Wadsworth. This statement shows the interest due and un- 
paid under different categories of loans; that is, whether they were 
made out of Liberty loans or whether they were made under Euro- 
pean relief or for surplus war material. 

The interest is figured up to the last interest date, which varies. 
That is, certain of these notes have their interest date on April 15; 
others on May 15; others on June 1, etc. So I have taken, the last 
date in each case, the last six months. 

The interest due on the Liberty loan accounts, that is, the money 
that was advanced under the Liberty bond acts to which Senator 
Walsh just referred, is $922,550,143.22. That is due on that partic- 
ular category. 

On the relief notes the interest due is $8,168,687.29. 

On the notes received from the War Department and the Navy 
Department for the sale of surplus war supplies the amount of inter- 
est due is $10,929,130.39. 

Upon the notes held by the United States Grain Corporation, 
which were received in payment for flour which was sold abroad 
about a vear ago under the authority giving the Grain Corporation 
the privilege of selling, the interest due is $1,886,795.09. 

This maKes a grand total not to the present date, but to the last 
interest date as provided 

Senator Reed. Which is when ? 

Mr. Wadsworth. It varies in each case. The interest ia payflble 
each six months, and I have figured it up to the last date on which 
interest was due. 

Senator Walsh. On each note ? 

Mr. Wadsworth. Yes; on each note. 

Senator Reed. About when would that average ? 

Mr, Wadsworth* I should think it would average about the 15th 
of May or the 15th of April, somewhere in there. The total is 
$943,534,755.99. 

Senator McCumber. That is interest alone ? 

Mr. Wadsworth. That is interest. 

Senator Smoot. The interest up to date would be a little over a 
billion dollars. 

Mr. Wadsworth. Yes, sir. 

Senator Dillingham. At what rate is that figured ? 

Mr. Wadsworth. Practically everything is figured at 5 per cent. 
I think there were notes received in the sale oi relief supplies that 
bore 6 per cent interest. 

Senator Watson. That is the amount of interest now due ? That 
does not take into account any interest that has heretofore been paid i 

Mr. Wadsworth. No. The interest was paid on' all the Lioerty 
loan advances, except a small amount on the Russian advances, up 
to the interest dates in the spring of 1919; that is, up to April 15 and 
May 15, 1919. 
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(The table referred to by Mr. Wadsworth is as follows :) 

Total obligations of foreign Governments held by the Treasury and United States Grain 
Corporation, interest accrued thereon and unpaid ^ and interest that has been paid into 
the Treasury. r 



Class. 



Liberty bond acts. . : 

American relief 

War Department i 

Navy Department * 

United States Grain Corporation 

Total 



Amount of obliga- 
tions. 



$9,435,225,329.24 

84,093,963.55 

562,781,704.14 

2,266,709.66 

56,899,879.09 



10,141,267,585.68 



Interest due and 
unpaid. 



$922,550,143.22 

8,168,687.29 

10,929,130.39 



1,886,795.09 



943,534J55.99 



Interest pud. 



$451,736,985.21 



13,420,537.04 
114,166.67 



465,271,688.92 



I Combined in letter as obligations received from Secretary of War and Secretary of the Navy amounting 
to $565,048,413.80. 

Senator Reed. Mr. Wadsworth, I ask this question in the form of 
a statement. I have been informed — ^I do not know whether it is 
correct-information or not — that on some of these loans upon the 
interest becoming due it was paid out of further advances by our 
Government. That is, our Government advanced further money, 
and then that money was devoted to the payment of interest. What 
are the facts ? 

Mr. Wadsworth. I think that is probably true, to a considerable 
extent. 

Senator Reed. Can you from your books give us a statement 
showi ng exactly what the facts are ? 

Mr. Wadsworth. No; because the money that was advanced by 
the United States to these countries went into their bank balances 
and they had some other sources of money. They were raising some 
money here by the sale of securities ana Treasury notes, and they 
went into the same bank balances. So we could not tell exactly 
what other assets they might have had to pay interest with in addi- 
tion to the money that the United States loaned them. 

Senator Reed. You have been with the Treasury Department 
some time, have you not ? 

Mr. Wadsworth. No; only two or three months. 

Senator Reed. Does not somebody in the Treasury Department 
know what the facts are? Speaking for myself, I do not want to 
have any doubt left about this matter; and surely the Treasury when 
it loaned large sums of money subsequent to the war must have been 
advised as to what use that money was to be put; and, therefore, 
although they may have carried the money into a general bank 
account and then checked out for the interest, our Government must 
know the substantial facts. 

Mr. Wadsworth. I think it is safe to say that substantially they 
did use our advances to pay the interest. 

Secretary Mellon. Yes; but may I explain the distinction ? That 
interest was paid out of money that had been set apart or committed 
to these countries. It was not paid out of additional money that had 
not been authorized before. 

Mr. Wadsworth. No. 

Senator Reed. That is, Mr. Secretary, as I understand you, 
certain credits had been established for trie benefit of foreign coun- 
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tries. That is to &ay, our Government had said we Will put to the 
credit of a certain country, let ua say England, so many millions of 
dollars. 

Secretary Mellon. Yes. 

Senator Reed. Of course, that nioney had to be put to the credit 
of that nation under the terms of the various Liberty loto acts. 
Now, if that money, no matter what kind of a credit hiad bedn estab- 
lished, was in fact used with the knowledge of this Govemmient, hot 
to carry on the war, not for any war purpose, but for the purpose 
of paying interest upon these obligations, that presents a veay im- 
portant point. Of course, my contention is that we had no right to 
establish credits that went beyond the actual war and beyond ^r 
* purposes. Others take the other view, and I am not at'gumg tkat, 
out what I want to get at is the fact, how much money paid by this 
Goif^emment to foreign countries subsequent to the war was actually 
by them in turn devoted to the payment of interest? Thatia a 
question that I am sure Mr. Wadsworth or yourself can answer^by 
tne time we meet again* « -v 

Secretary Mellon. The answer would be tha4i that particular 
country was entitled to this money. They had it set apart to them 
and the interest became due and they used that nioney or other 
money. There were other moneys that they had. They werie 
together, just as Mr. Wadsworth has explained, and they met the 
interest as it became due. 

Senator Reed. But that is not my question. You are saying the 
answer would be that they were entitled to this money. That is a 
question to be settled, and I am not asking this in a critical sense 
at all. What I want to get at is the fact as to how much money 
they paid in the way of interest of the moneys that were advanced 
to them subsequent to the war* 

Senator Smoot. It does not make any difference* Their obliga- 
tions had to be paid. Whether the money was for interest or for 
the purchase of munitions of war or whether it was for the purchase 
of the army, it had to be paid, and in the assignment of this money 
the Treasury Department assigns so much to England, say. 

Senator Reed. I understand what they did. 

Senator Smoot. I can not see any difference at all whether the 
obligations of interest they were compelled to pay were paid by their 
money, collected from their taxes at nome, or whether they were paid 
out of their credit here by our Government. 

The Chairman. The Chair hopes, and is not going to repeat it, 
because every member of the committee has his rights, that this 
matter will not be debated. We are here this morning to hear the 
officials of the Treasury. Department. If the Senator from ,Utah, or 
others, want to debate it with the Senator from Missouri, we will do 
that in executive session; and I suggest the Secretary of the Treas- 
ury, whose time is valuable, be permitted to go ahead and answer 
questions. . That is what he is here now for and is ready to do. 

Senator Reed. Well, I have asked one question which I hope will 
be answered at the next session by a clear statement. 

Senator Watson. Mr. Secretary, have any negotiations been 
entered into looking to the refunding of this debt that you can 
publicly state ? 
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Secretary Mellon. Just a preliminary n^otiation in the case of 
Great Britain. That is the only one that has been taken up. 

Senator Watson. Is there any dispute whatever with any nation 
as to the amount of monev that that nation owes us? 

Sccretarv Mellon: I think not/ ^ 

Senator Watson. No dispute whatever ? 

Secretary Mellon. No dispute. 

Senator Watson. And you have all the papers and documents 
that are essential to make proof ? 

Secretary Mellon. Yes. 

Senator Simmons. This question may have been asked you before 
I came in, Mr. Secretary, but I would like to inquire if there has been 
fti\7 suggestion by any of our allies or European creditors that we 
take German bonHs in. exchange for their indebtedness ? 

Secretary Mellon. No; there has been no such suggestion, so far 
as the Treasury is concerned or so far as my knowledge goes. 

Senator Simmons. Has the Treasury Department any intentidn 
of entertaining suggestions or propositions of that character ? 

Secretary AEellon. No. I do not anticipate ahv such suu! 

Senator Williams. What is that ? 



iticipate any such suggestion. 



Secretary Mellon. The question was whether there is any inten- 
tion on the part of the Treasury to accept German bonds in lieu of 
the obligations of these Governments. 

Senator Simmons. You say there has been no proposition and the 
department is not considering itself inviting or accepting any sugges- 
tions of that sort ? 

Secretary Mellon. That is correct. 

vSenator Reed. Then, may I ask you why this language appears 
in the bill ? I read the context, which is as follows : 

That the Secretary of the Treasury, with the approval of the President, is hereby 
authorized from time to time to refund or convert, and to extend the time of payment 
of the p»rLacipal or the interest, or both, of any obligation of anv foreiofn Governnaent 
now owing to the United States of America, or any obligation of any foreign Govern- 
ment hereafter received bv the United States of America (including obligations 
held by the United States Orain Corporation), arising out of the European war. into 
bonds or other obligations of such, or any other, foreign Government. 

For the last words, "or any other foreign Government/' clearly 
imply a purpose to accept in lieu of the obligation of the country now 
running to us the obligation of some other country. 

Secretary Mellon, i es. It was consi Jorei desirable to be pre- 
pared for any contingency. You can imagine where a country that 
may be weak in its resources and that country may have, say, Ger- 
man bonds or bonds of some other country. It may add to the 
security if those other bonds can be accepted, and they naturally 
will be accepted with the indorsement or guarantee of the country 
having the primary obligation. 

Senator Reed. This bill does not say that. 

Secretary Mellon. Well, it gives authority. You can not in the 
bill provide in detail for specific methods. It must be broad enough 
to meet the conditions at the time. That condition which you speak 
of may not arise, but there may be that contingency, and it may be 
desirable to have the authority to accept such security. 

Senator Reed. I can not quote your exact language, but you said 
just a moment ago, in substance, that a government might be weak, 
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and it might be desirable to accept bonds of some otiier goremmCiit, 
and you menticmed Germany as an illustration. So you do contem- 
plate that a situation mieht arise in which it would be desirable to 
he authorized to accept German bonds? 

Secretary Mellon. There is no specific contemplation. It is 
simply that we do not know the conditions that may have to be met, 
and tneref ore it is desirable, and may be essential, to have authority 
in that direction. 

Senator Reed. That is to say, it may be desirable and essential, in 
your judgment, to accept German bonds in lieu of the bonds of the 
particular Government that obtained the money from us ? 

Senator Watson. If the bonds were indorsed by the Government ? 

Senator Reed. I do not want that put in my question. 

Senator Watson. Well, I am putting that. 

Senator Reed. Well, you put it' as your question. 

Secretary Mellon. Naturally, that guarantee would follow. It 
would follow in any business transaction where a debtor brought some 
obligation of another person. You would accept that with the guar- 
antee of your debtor. ; 

Senator Reed. But that does not follow from the language of this 
bill. 

Secretary Mellon. As I said before, the bill is made broad enough 
so that any contingency that is likely to arise may be met. 

Senator Reed. But the bill gives authority to refimd or convert 
obligations held. by the United States into the bonds or other obliga- 
tions of the country giving the obligation originally or any other 
country. That is clearly a broad authority to take bonds, for 
instance, of Czechoslovakia and have them canceled and to accept 
in lieu of them the bonds of anv other country which the Secretary 
of the Treasury thinks it would, be advantageous to accept. There 
is nothing said about any guarantv. On the other hand, the language 
negatives the id^a of a guaranty, because you are to convert the one 
obligation into the other. Now, do you want the bill left in that 
shape? 

Secretary Mellon. I think it is desirable to have authority broad 
enough to cover any contingency which might arise and so that in 
the future these securities that may be taken may be in sound legal 
form, and so that no question can be raised that there was not 
authority to take them. It is, after all, a question of sound judg- 
ment at the time as to what is best to be done under the conditions 
that exist in that particular case, and as it would be with any person 
having a debtor to deal with, to have the authority to do the best 
with it and to have the securities which he accepts in pr6per legal 
shape. 

Senator Reed. You have heard the question discussed, or knowrt 
of the question being discussed, by very important public men of the 
United States accepting German bond$ in lieu of the bonds of some of 
these countries ? 

Secretary Mellon. I have seen newspaper suggestions. 

Senator Reed. You know it has been discussed, do you not, by 
European statesmen that it was part of a plan of some of the allied 
statemen ? 

Secretary Mellon. Oh, no doubt; but there is not any reason for 
considering that proposition. 
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Senator Simmons. Does not the incorporation of this language in 
the bill furnish a reason why they should begin to consider it ? You 
say they have )a!iade no such proposition up to this time. If you 
put this provision in this bill, is not that a suggestion to them that 
we would be open to a proposition of that sort ? 

Secretary Mellon. Ido not think so. Anything that is in this bill 
does not put any obligation or disposition on the department to 
accept something that is not a sound business proposition. 
: Senator Sim;mons. But would it be assumed that we would put this 
in the bill unless we meant that we would be open to the considera- 
tion of a suggestion or jproposition of that character ? 

Secretary Mellon.' There is not that which you speak of in the bUl. 
That is, we do not ask for specific authority to accept the German 
bonds. It is merely that other securities can be accepted. We do 
not know what they may be. Those countries may have something 
more local, somethmg that may be sound and may be available, and 
out of which we can realize quicker and to better advantage than 
with their own obligations. 

Senator Reed. What do you have in mind when you say ^ ^some- 
thmg local'' « . 

Secretary Mellon. I have not anything specific in mind, but those 
Governments have certain resources^ and they may offer us some- 
thing in that direction, and it may be of advantage to accept some 
such suggestion. 

Senator Reed. Right inline with Senator Simmons's question as to 
whether this bill was not an invitation to other Governments to offer 
other securities, I want to read, in connection with the language 
which I read a while ago, much more significant language. Beginning 
on line 11 of the bill, the following appears: 

arising out of the European wat, into bonds or other obligations of such, or of any 
other, forei^ Government, and from time to time to receive bonds and obligations ( 

of any foreign Government in substitution for those now or hereafter held by the 
United States of America. 
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Senator Dillingham. Senator, would it not be well to read the 
next three or four lines? 

Senator Reed (reading) : \ 

in such form and of such terms, conditions, date or dates of maturity, and rate or rates t 

of intereflt, and with such security, if any, as ^all be deemed for the best interests 
of the United States of America, and to adjust and settle any and all claims, not now 
represented by bonds or obligations, which the United States of America now has or 
hereafter may have against any foreign Government and to accept securities therefor. 

Now, cleaxly, I think, Mr. Secretary, you must have meant that 
to give you the power to accept the bonds of France — I am illustrat- 
ing — ^for the Ei^lish debt, or the bonds of Italy for the French debt, 
or the bonds of Germany for ^ny of these debts, or the bonds of Turkey i 
for any of these debts. That is, the power is there. 

Secretary Mellon. There was no such thought, and as to that 
suggestion I think that would be a very remote contingency. I do 
not imagine that any such occasion will arise. I can not imagine it. 

Senator Williams. Unless the Treasury Department lost its 
business sense. . 

Secretary Mellon. Generally, this authoritv should be given in a 
broad way because we. do not Know exactly what conditions we naay 
have to meet. Some of these countries are in a desperate condition 
economically. 
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Senator Beed. Which ones? 

Secretary Mellon. I am not prepared to Specify particular coun- 
tries, but where to-day you could not collect money, nor could you 
get a security that would have a marketable value or be available. 
These countries as time goes on will become rehabilitated; the people 
will get back to work; new generations are coming on and working 
and the whole condition will change. Those securities that may be 
put into form now and held will as time goes on ripen and become of 
real value and be sound and in time become available. The obvious 
thing to do in those cases is to put them in the best possible shape 
and get the best possible security, and then keep them in that shape 
until they become available. 

This country is not losing. The interest on the securities will 
accrue and will perhaps not be paid, but it will accumulate, and the 
time will come, even in those weak countries, where something of 
value will be obtained. As to the stronger nations, their securities 
will sooner become available. 

Senator Reed. But, Mr. Secretary, if these bonds which are to be 
taken from weak governments are ultimately becoming good, as you 
hope, and as we all hope, then what we want is the obligation of 
that government to the end that when it does become good we will 
have an obligation that we can collect. Is that not true ? 

Secretary Mellon. I do not understand that anyone expects any- 
thing, else than that. 

Senator Reed. Why is it written in this bill that you can take the 
obligations of other Governments if you expect to tate the obligation 
of a Government that will not ultimately become good ? 

Secretary Mellon. We do not expect it. I do not know that that 
condition will ever arise, but it is desirable to have the authority. 

Senator Walsh. Would you object to a provision eliminating the 
German bonds and securities ? 

Secretary Mellon. It is not for me to object to whatever form in 
which you may give this authority. 

Senator Walsh. What is your opinion of it! 

Secretary Mellon. It is only that I think it is very essential to 
have the complete authority, so that if something has to be done in 
the direction of these particular 

Senator Gerey (interposing) . Mr. Secretary, am I right in under- 
standing, then, that the Treasury Department has no definite plan 
now for refunding these obligations and simply wants this power in 
order to carry out its negotiations without having to come back to 
Congress for nnal action ? 

SecretaryMELLON. That is absolutely so. 

Senator Walsh. All power ends on the passage of the peace reso- 
lution, does it not ? 

Secretary Mellon. No; the authority under the Liberty loan acts 
continues. 

Senator Walsh. Does it not say in section 2 that — 

the authority granted by this Bection to the Secretary of the Treasury to establish 
credits for foreign Governments, as aforesaid, shall cease upon the termination of the 
war between the United States and the Imperial German Government. 

56941—21 2 
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Secretary Mellon. Yes; but we are not getting any authority to 
establish credits. We are not asking any authority to establish 
credits. 

Senator Walsh. But are you not changing credits ? 

Secretary Mellon. No; but the authontjr that you speak of — that 
is, the authority to refund these bonds — ^is given in that bill, and that 
is not abr oga ted by the peace treaty. 

Senator Walsh. Only the authority to establish new credits is 
abrogated? 

Secretary Mellon. Yes; which is not in question now. 

Senator Keed. Do you understand now that you have no authority 
to establish credits under the Liberty loan acts ? 

Secretary Mellon. Oh, most certainly. At least, I believe I am 
right in that. I do not know of any such authority. 

jMr* Wadsworth. There have been no new credits established and 
none is considered. 

Senator Walsh. But you have the right to until peace is finally 
determined? ... 

Senator Eeed. Whjr does not that authority exist now, if it existed 
any day since the armistice was signed ? 

Secretarv Mellon. If it does exist it is obsolete. 

Senator Keed. Has any money been paid to these foreign Govern- 
ments under credits established, or otherwise, since you became Sco- 
re tary of the Treasury? 

. Secretary Mellon. Nothing except in the case of $16,000,000 
which had been provided and which nad been arranged f ormallv, and 
the transaction not completed. That was $16,000,000 whicn was 
merely a transfer. It was an amount that had been contracted to be 
advanced to Italy, and under the arrangement which was carried out 
after I came into the ofiice that $16,000,000 was paid to Italy and paid 
by Italy to one of the other Governments, and that other Government 
paid it back to the United States. The effect of that transaction was 
that the $16,000,000 in question was transferred from Italy to France, 
but there was not any question about it. The contract had been 
made and legally made, and there was not anything else for the 
Treasury to do. 

Senator Reed. The contract that you speak of was a commitment 
of this money to France made subsequent to the armistice, was it not ? 

Secretary Mellon. No; it was an arrangement that had been made 
and legally made under the act. 

Senator Reed. Was it made before the armistice or after the 
armistice ? 

Secretary Mellon. It was, as I understand, made before the 
armistice. 

Mr. Wadsworth. May I say a word on that point? The last 
annual report of the Treasury Department recited the fact that there 
were certain credits still outstanding to four different nations; that 
those credits would only be used to make advances to cover conmait- 
ments that have been made by those nations, but that no new credits 
would be established. There was a credit in favor of Italy and a 
credit in favor of France. 

As set out at page 55 of the annual report of the Secretary of the 
Treasury for the fiscal year ending June 30, 1920, the present balance 
of credit established by the Secretary of the Treasury in favor of the 
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Italian Groveminent under the authority of the Liberty bond acts is 
$34,921,192.93. This was established for the purpose of enabling the 
Italian Government to make to the British Government certain reim- 
bursements in dollars when there should have been agreed between the 
British Government and the Treasury the amount of such reim- 
bursements which the Treasury would assent to the Italian Govern- 
ment's making out of advances from the United States Treasury and 
when the Italian Government should have requested the Treasury to 
make it advances for that purpose. This amount has been deter- 
mined to be $16,695,063.91. The British Government has agreed 
upon receipt of this amount from the ItaUan Government to pay it to 
the Secretary of the Treasury to be applied by him upon French obli- 
gations held by the United States Government. 

Senator Reed. When was that agreement made that is referred to 
in the matter you have just read? 

Mr. Wadsworth. I could not say, but it was a part of the dean-up 
of war accounts. 

Senator Reed. It was after the war ? 

Mr. WADSwotoH. Yes; I presume it was. 

Senator Reed. It' was a proposition, then, not to «!iable Italy to 
carry on the wax, but to enable Italy to pay a debt which she owed 
to France, and France in turn to pay a debt which she owed to Great 
Britain? 

Secretary Mellon. It all arose out of the war. 

Senator Reed. I understand that it arose out of the war. There 
were about twenty billion other obligations that arose out of the war, 
but it does not follow that we were to pay those other obligations. 

The Chairman. The whole transaction was managed and con- 
ducted under the Wilson administration, was it not ? 

Secretary Mellon. Yes. 

Senator Reed. I am not trying to criticize anybody. 

The Chairman. I know that, Senator Reed. 

Senator Reed. I am trying to get at a fact. Whether it was done 
by the Wilson administration or by the present administration, I 
would be equally free to have my opmion. 

The Chairman. I hope the Senator believes that I feel that way. 

Senator Reed. I do, Mr. Chairman. What I am trying to get at 
is this: I want to know the date of that transaction, and I want to 
ask you if the effect of it was not that the United States gave to 
Italy money with which she was to pay an obligation that she owed 
to France,, and if that arrangement was not made subsequent to the 
armistice. 

Mr. Wadsworth. I hesitate to say offhand what this grew out of, 
but my remembrance is that the United States was advancing money 
for certain joint purchases and receiving the obligations of these 
countries; that it so happened when the accounts were adjusted that 
it found that we had received more from Italy than we had fronl 
France, more than was fair to the proper adjustment of the supplies 
that were delivered, and that this was simply a readjustment of those 
loans, which if they had been made exact to the correct amount in 
each case there would have been no need of this transaction. 

Senator Reed. But how does it happen that Italy owed France, 
and France, of course, owed England ? Italy was settling her debt 
to France by this transaction, was she not ? It was a debt that Italy 
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owed France and we put up the money. Then France took that 
money and paid England something she owed England. Then 
England paid us $16,000,000 and got a credit from us of $16,000,000. 

Senator McCumber. I do not understand that to be the case. 
That was not the statement. It was credited to France and not to 
England. 

Mr. Wadsworth. It was credited to France. 

Senator Eeed. Let us see if I can state it correctly, and I want to 
state it correctly. Italy owed England $16,000,000. After the war 
was over we gave Italy $16,000,000 in cash. That ib the effect of the 
transaction. Italy then paid to Great Britain her $16,000,000 debt. 
Great Britain then paid to France. Now, from that on, where does 
the transaction go ? 

Mr. Wadsworth. France paid the exact amount back to us. As 
a matter of fact, France never had the money. 

Senator Reed. Let me state it again. Italy owed England 
$16,000,000. We furnished this $16,000,000. Then that $16,000,000 
was put to the credit of Italy, by Italy transferred to Great Britain, 
and then what. took place? 

Mr, WAbswoRi:*H. England paid it right back to us. 

Senator Reed. How did France get in there ? 

Mr. Wadsworth. To be credited to France. * 

Senator Reed. Very well; England paid it to us, not on her own 
account, but on France's account. 

So that the United States furnishes $16,000,000 to pay a debt that 
Italy owed to England, and we have now the Italian Oovernment's 
I. O. U. for that money. • 

Mr. Wadsworth. And that represents the obligations of France. 
That was the adjustment of a joint-account purchasing arrangement 
which had gotten out of balance between these three countries. 
That was done in order that we might' have the right amount of 
obligations from each country. 

Senator Reed. Exactly; Imt these three countries had been buy- 
ing from the United States on joint account- They had been buying 
goods from the people of the United States, and they owed a certain 
amount of money. As between the three partners Italy got more 
than her share, and the other two partners, France and England, 
would have had to look to Italy for that $16,000,000 ordinarily. 
Whereupon Uncle Sam comes in and furnishes the money with which 
to adjust this difference of accounts between the Allies after the war 
is all over. 

Mr. Wadsworth. It was an adjustment of final balances of the 
deliveries that were made. We found that Italj had received certain 
supplies over and above the amount of obligations that she had pro- 
vided. France had received that much less. So it was purely an 
adjustment account. 

' Senator Reed. But deliveries by whom ? They were deliveries by 
private American citizens and by American corporations, to these 
three allied Governments. 

Mr. Wadsworth. But of purchases made for the war. 

Senator Reed. Exactly; of purchases made for the war. Now, 
they were private citizens that had also furnished vast amounts of 
material to the allied governments, and the allied governments had 
received those materials and taken them on private contracts. Do 
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you mean to say that it is any part of the duty of this Government to 
step in and furnish money to settle those private contracts ? 

Secretary Mellon. Will you let me answer that question, please ? 
When I looked into this I found that this adjustment which has been 
made, and which Mr. Wadsworth has explained, was an obligation 
of this Government. It had all been contracted for. It was a part 
of the war negotiations. There was nothing else to do, because it was 
a debt of honor of this country to settle and complete it. 

Senator Reed. Where had that debt been made and how is it 
evident? 

Secretary Mellon. Just as Mr. Wadsworth has explained, it 
originally came out of the advancements made and the supplies that 
have been paid for, and there was this* adjustment, and, as he ex- 
plained, there was that much to be changed and made the obligation 
of one Government rather than the other. 

Senator Simmons. Mr. Secretary, is not this about the situation: 
This Government agreed to advance to the Allies a certain fixed 
amount to purchase goods in this country and to charge against each 
one of the Allies theu* pro rata part. That mon6y was advanced, 
except this amount that you mentioned, and in the adjustment be- 
tween the Allies as to how much they were to pay according to the 
amount of goods that they had gotten as the result of this credit it 
was found that Italy owed more and France owed less ? 

Secretary Mellon. Yes. It was just an incident that grew out of 
the whole transaction amounting to billions of dollars, ana there was 
this small difference that it took to adjust. The arrangement had 
already been made that it should be adjusted in that way and it 
should be carried out. 

Senator Jones. Mr. Chairman, I am sure this subject is pertinent 
to this bill or else the subject would not have been' entered upon, but 
I like to keep in touch with the logic of the statements that are made, 
and I am unable to see just how it is pertinent to the bill, and I would 
like to have some one explain just why that is brought in at this time 
and how it bears upon the suoject matter of the biU. 

The Chairman. The Chair is unable to advise the Senator any better 
than he can advise himself. I take it that we are not here to defend 
the wisdom of these loans. They belong to a period now over. The 
question of whether they were wasteful or improperly made or eco- 
nomically made is not before this committee, as I understand it. We 
have to deal with them, and that is the purpose of this bill, to go into 
the merits of this transaction with Italy. 

Senator Jones.' That is the thought 1 had. 

The Chairman. The Senator from Missouri could consult Col. 
House's memoirs. 

Senator Reed. The Senator from Missouri comes pretty nearly 
knowing what he is driving at and does not need any satire from the 
chairman. 

The Chairman. I hope the Senator does not feel that way. 

Senator Reed. I so construe it. This is pertinent to this bill, in 
my judgment. I do not care to argue it; I shall present it on the 
floor of the Senate at the proper time. The Secretary has just 
answered Senator Simmons's interrogatory in the affirmative. That 
interrogatory, in effect, stated the situation to be that there had 
been an arrangement by the United States for the joint purchase by 
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the Allies of goods in this country; that the accounts were to be 
adjusted between the Allies; and that some of the Allies got more 
goods than they were entitled to. Now, is not this the fact: That 
no such arrangement was ever made; that what was done was this: 
The Secretary of the Treasury agreed to a commitment to England 
of a certain amount of money, to France of a certain amount of 
money, and to Italy of a certain amount of money; that then these 
countries, acting for themselves and by an agreement between them- 
selves, purchased goods in this country; that at the end of the war 
thev proceeded to a settlement between themselves and found that 
Italy nad drawn more than her share; and that thereupon this Gov- 
ernment, out of the commitment made to Italy, advanced the 
$16,000,000 ? Is not that the situation, Mr. Mellon? 

Secretary Mellon. You are pretty nearly stating the same thing. 

Senator Keed. Oh, it is a very dinerent proposition. 

Senator Simmons. My question assumes, Mr. Secretary, that the 
Government had entered into an agreement with those three Allies 
of ours to advance them a bulk sum of money. Senator Reed's 
question is based upon the theory that we had agreed to loan Eng- 
land so much, France so much, and Italy so much. The bases of 
the questions are different in that respect. 

Secretary Mellon. It came about in this way: When the commit- 
ments were made, they were made in proportion to what those Gov- 
ernments required on the statements of their requirements, and, 
therefore, it was necessary when they came to the settlement to make 
the adjustment. 

Senator Watson. Mr. Secretary, I asked you awhile ago whether 
or not you have made any overtures to any of these nations with 
respect to the settlement of these claims, and you said none, with 
the; exception of England. Have any of those nations made any 
suggestions to you or any overtures looking to the settlement of their 
debt ? 

SecretaryMELLON. Not any of them. 

Senator Watson. None at all ? 

wSecretary Mellon. None. There has been no correspondence 
about it whatever, so far as I know. 

Mr. Wadsworth. May I say here that there have been inquiries 
from some of the smaller Governments — Finland and Poland — as to 
what could be done in connection with their notes which matured or 
the interest which was due. But they have made no proposition; 
they have simply come in and said, ''We realize that this is due, and 
we are in great diflBcultiea about it." We, of course, have no 
authoritv as regards the loans to those Governments to say anything 
except that they must pay up. 

Secretary Mellon. We have no authority whatever in respect to 
those Governments. 

Senator Smoot. Mr. Wadsworth, take Finland as an example: 
Was it not a fact that Finland wanted to borrow some more money 
and nobody would advance her monev when her obligations were 
falling due on June 30 of this year to tte Government of the United 
States, and she wanted to have an extension of time on her obli- 
gations ? 

Mr. Wadsworth. She made the suggestion that we should take 
new notes which would bear date five years from now for the prin- 
cipal and the interest. 
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Senator Beed. How much did Finland owe ? 

Mr. Wadsworth. About $8,000,000. 

Senator Reed. Finland did not exist when this war was ended, 
did she? 

llr. Wadsworth. This was money that was advanced under th^ 
relief act. 

^ Senator Eeed. I understand you to say, Mr. Secretary, that ther^ 
has been no general plan discussed for tfie handling of this businesei 
which is referred to in the bilL Now, I wdnt to read you a statement 
here and see whether there is any truth in it or not- I am reading 
from a newspaper cUpping of June 17. It is an article by Robert B. 
Armstrong. 

(The article referred to is here printed in full, as follows:) 

New Bonds to Public Likely — ^Administration May Fund all Fobeiqn Dbbts^- 
f Nation May ob May Not Give Its Guaranty — ^Treasury Department Now 
Has No Powers. 

Washington, June 17, — In announcing the decision of the Cabinet to request from 
0on<p*e88 legislaticm to authorize the Secretary of the Treasury to fund and otherwise 
secure the oblisrations of foreign nations to the United States for moneys and supplies 
advanced, President Harding to-day confirmed the outline of several days ago of the 
manner in which the foreign loans were to be handled. 

The discussion of the proposed plan took up the greater part of the Cabinet meeting 
and, while the administration has worked out in considerable detail what it desires 
to do in connection with the ten billion or more in loans, it must have the cooperation 
of both the Senate and the House to make the plan possible. 

Briefly stated, the plan is to have all the foreign (Governments, which now owe the 
United States money for supplies, place the obligations in the form of long-term 
bonds, these bonds to become the property of the United States Government, to be 
held by it or later offered to the investors of the United States in such amounts and 
at such times as it sees fit. The legislation asked will permit the Secretary of the 
Treasury to guarantee the principal and interest if, in his judgment, such course is 
desirable. 

interest overdue. 

All of the loans now due the United States carry with them a lot of overdue and 
accrued interest which, under the plan contemplated, will be included in the bond 
issue proposed to represent these loans. 

The tentative plan contemplates that all of the accrued and overdue interest is to 
be either included in the amount of the bond issue to be pledged by the Governments 
which owe the large sums to the United States or that this interest be extinguished 
by increasing the rate on the long-time securities enough to absorb all the back interest 
and at the same time make the securities bear a higher rate of interest and become,* 
therefore, desirable for the investors of the United States. 

If this is done it is probable tJiat the United Stated will not guarantee the bonds, 
but sell them on the interest rate and the security of the Government issuing them. 

HAS NO AUTHORITY. 

As it is now the Secretary of the Treasury has no authority to whip these loans into 
good bankable shape, and has neither the specific nor implied authority to permit any 
obligations to remain unpaid either in principal or interest. If Congress will clothe 
the Secretary of the Treasury with broad powers under general limitations to fund 
all these loans, and also authorize him to refund them from time to time if need be, 
the plan can be worked out in such a way to stabilize conditions both here and abroad, 
and such action probably will correct to a ^at extent the wide fluctuations in foreign 
exchange which has been unsettled ever since the war began. 

Such an operation as contemplated in making this Government and the investors 
of the United States holders of long-term securities of the leading powers of the world 
will permanently intrench the United States as. the creditor nation of the world. 
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I have read you the whole article, and I want to ask you if there is 
any truth in that statement ? 

Secretary Mellon. There was nothing so far as concerns any sug- 
gestion or anything originating with anyWign GoTemment. There 
nas nothing of that sort been suggested. Tnere have been a great 
many suggestions generally by the press and by people of different 
methods of treating the indebtedness and of takmg care of this accu- 
mulated interest, etc. There was a suggestion made and that was 
one which the President thought was a good one. It has not any 
significance so far as any particular government is concerned or so 
far as this refunding is concerned, excepting that it seemed a good 
business proposition. That suggestion was this. Here we had cer- 
tain accumulated interest that it may be necessary or desirable to 
extend or defer the payment of. The thought there was this, that 
if, instead of adding that interest to the prmcipal it was added to 
the rate of interest during the whole life of the bonds to be accepted, 
the refunding bonds, it would give those bonds a larger rate of inter- 
est than they otherwise would nave. For instance, if we were going 
to accept refunding bonds at 5 per cent that we add this accumulating 
interest into an additional rate of interest and say, for example, that 
that made that rate of interest 6 per cent. That^ then, would make 
the bonds more marketable. They would be bearing a higher rate of 
interest, and the benefit would come in the future from the fact that 
they bore a higher rate of interest and would be more marketable 
than they might be if they were at a lower rate of interest. That 
was merely an incidental suggestion. 

Senator Reed. You say you think that would be good business ? 

Secretary Mellon. It should be considered. 

Senator Keed. Let us put that in plain language. European Gov- 
ernments owe the United States in principal ten billions of dollars 
and in interest one billion dollars. The proposition is to have them 
issue their bonds not for eleven billions dollars bearing a rate of in- 
interest, but to have them issue their bonds for ten billion dollars 
bearing a higher rate of interest, the one billion dollars to be devoted 
to the raising or increasing of that higher rate of interest. Thereupon 
these bonds will be sold to investors. In that event Uncle Sam loses 
the one billion dollars of interest, does he not, that has already 
accumulated ? 

Secretary Mellon. If he does not sell the bonds, he gets the same 
money that otherwise would be gotten. Now, the matter of selling 
the bonds is a matter of judgment of Congress when the time comes. 

Senator Reed. But it will not be a matter of judgment of Congress 
imder this bill; it will be a matter of judgment of the Secretary of the 
Treasury. 

Secretary Mellon. No; this bill does not give authority to sell 
these bonds that are received, and if it did give that authority 

Senator Reed. Under that arrangement 

Senator Dillingham. May the witness complete his answer I 

Secretary Mellon. I was going to say that there are no con- 
ditions now wherein anything of that sort could be accomplished. 
There is not any kind of a market. 

Senator Reed. Under that arrangement if Great Britain owes us 
four and a half billidn dollars in principal and she owes us seven 
hundred million dollars in interest, she would issue her bonds to us 
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for four and a half billion dollars, not fof five billion two hundfed 
million dollars. These bonds would have a high rate of interest* 
Thereupon Great Britain could immediately cancel the whole obli- 
gation by paying us the principal and thus escape the interest; 
could she not? That is just what an Englishman would do, is it 
not ? He is a pretty smart fellow. 

Secretary Mellon. I do not think he would do so under present 
conditions. But that is merely one of a great many suggestions, and 
the President thought it was a good one and talked of it. There 
may be circiunstances where it would be desirable to make that kind 
of an adjustment. 

Senator Reed. In these discussions with the President was the 
question of the substitution of the obligations of other Governments 
for the present obligations discussed ? 

Secretary Mellon. I did not understand that question. 

Senator Reed. You say the President did discuss this one plan 
which we have just been over ? 

Secretary Mellon. That was his talk with the newspaper people. 

Senator Reed. Did you never discuss this question with the 
President? 

Secretary Mellon. The letter that is with the committee was my 
letter to the President explaining the situation to him. 

Senator Reed. What I am trying to get at is whether the Cabinet 
or the President discussed the question of the substitution of the 
obligations of one government for the indebtedness of another. 

Secretary Mellon. There has been no situation to discuss. There 
may have been just a general discussion of all these suggestions. 

Senator Reed. I am not asking you, Mr. Secretary, whether you 
discussed the proposition as to whether you would do a particular 
thing with Germany or a particular thing with England. but whether 
you discussed the proposition of the transfer of this indebtedness 
from one Government to the other by an exchange of obligations. 

Secretary Mellon. The treatment of these loans or anything in 
the direction that you speak of Was not a subject of discussion with 
the President or the Cabmet, excepting as relates to this act— that is, 
this question of requesting of Congress the authority to deal with it. 
That was discussed, and, of course, these other questions and sug- 
gestions that have been made came in, as always such questions do 
when there is a subject under discussion. 

Senator Walsh. The authority sought in this bill, Mr. Secretary, 
is subject to the approval of the President ? 

Secretary Mellon. Yes. 

Senator Walsh. Is there any reason you can state why it should 
not also be subject to the approval of the Senate the same as all 
foreign treaties and contracts are? I want to get your views on that. 

Secretary Mellon. It would not be practicable. You could not 
come to a conclusion with the Government. If it had to come to 
Congress it would not be a practical method of settling these claims. 
I do not see how it could be done. It would take years to do it if it 
were done in that way. 

Senator Reed. We might have under some Secretaries of the Treas- 
ury two or three more billion dollars shoveled out — ^not under this 
one, I am very sure, and I would not reflect on Mr. Mellon for the 
world — ^but this is a matter that runs to the Secretary of the Treasury 
without any limiting clause. 
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Senator Simmons. I want to ask you one question with some 
matters propounded by Senator Reed. In refunding under the plan 
that the Senator was mquiring about, in which you incorporate the 
interest with principal at the time when the bonds were issued and 
charge a higher rate of interest, I do not know whether I understood 
you to mean that you would incorporate the interest already accrued 
or would remit that interest. 

Secretary Mellon. You do not understand the situation. There 
is no policy and there has been no policy adopted. That was only a 
suggestion that that would be a practicable way of putting these 
bonds into marketable shape. 

Senator Simmons. Which was it? That you would include the 
accrued interest in the bonds as a part of the principal or that you 
would remit accrued interest ? 

Secretary Mellon. Oh, no. I have not even heard the suggestion 
that we would remit the interest. Remitting would mean cancel- 
ing it. 

Senator Simmons. I understand that, of course ; that is the mean- 
ing of the word, and I thought that was the way you understood it, 
Senator Reed. 

Senator Watson. That is the way Senator Reed put it. 

Senator Reed. Oh, no; I did not — thereby include the one billion 
in the interest, and that then it would immediately take up its 
obligations then at the face and thus escape the accrued interest. 

Senator Scmmons. I did not understand it that way. Suppose 
that is true and that you do issue the bonds in that way. Will not 
that bond be due at a specified time, and could that bond be paid at 
the option of the debtor Government if the creditor Government was 
not willing to accept the payment at that time ? 

Secretary Mellon. It would depend upon the terms that you 
agreed upon in the bonds. 

Senator Simmons. If you did that, would you enter into an agree- 
ent with the debtor nation that they nught liquidate that at any 
time ? If you did, the result that the Senator described would follow* 

Secretary Mellon. That is a speculative situation. 

Senator Simmons. The reason I asked that, Mr. Secretary, is this: 
I have imderstood that a long-term bond could carry a better rate 
of interest than a short-term bond; that it was because it was regarded 
as a more desirable thing. But a long-term bond would amount to 
nothing if the debtor had t}^e option to liquidate it at any time he 
pleased. 

Secretary Mellon. It is customary in these long-term bonds to 
make them optionable at certain times. The Liberty loan bond 
issues have certain options in them, and that has been customary. 
But as to these obligations, we have not come to that; we do not 
know what those particular Governments will ask us to do, and 
when they do ask us we are not obliged to do other than what might 
seem to tne best interests of our Government. 

The Chairman. As I understand it, Mr. Secretary, each Govern- 
ment will have to be treated separately and as a distinct proposition. 

Secretary Mellon. Yes; the obligations are entirely separate, and 
we expect to take up one after another. 

Senator Reed. Can you tell me the amoimt of interest that 
England is now involved, or can Mr. Wadsworth tell me the amoimt 
of obligations Great Britain now owes us ? 
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Mr. Wadsworth. I will do that in a moment* 

Senator Jones. Recurring to the question of the substitution of 
obligations, would the situation or not be this, ajxproximately: 
That the present debtor nations would not be pjarticmarly anxious 
to substitute obligations of another Goyernment if the debtor nation 
had to guarantee the obligation of the other Goyernment, JBut in 
the present contingency, \raen this money is due the United States, 
would it not be adyisable from a business standpoint for this. Goyern- 
ment to accept obligations of other goyernments provided those 
obligations were guaranteed by the present debtor nation ? 

Secretary Mellon. Yes. 

Senator Jones. Is not that about the situation ? 

Secretary Mellon. Yes. 

Senator Jones. And assuming that they were German obligations, 
we would not be releasing 

Secretary Mellon (interposing). We would be adding. 

Senator Jones. We would be adding to the security of our Goyern- 
ment and getting payments which Germany B^ht make on those 
obligations paid direct to the United States rather than through 
France, England, or Italy to the United States, when those Goyern- 
ments might see fit to make the payment ? 

Secretary Mellon. Yes. 

Senator Jones. And then would there be any objection, Mr. 
Secretary, to our amending the bill by proyiding .that in the eyent of 
such substitution that the present debtor nations should guarantee 
the obligation ? 

Secretary Mellon>. I do not think so. I do not think that this 
authority should be limited, because you can not forsee what may 
arise, f'or instance, as I said before, there may be a country which 
in itself is not only in bad shape economically and financially, but 
that there is not a^y prospect of developing and rehabilitating; and 
suppose that that Goyernment may haye some securities which it 
mignt be able to release, it ntiight he desirable to take that security 
ana release the Goyernment. I can imagine where that contingency 
might arise. I think it is not likely to happen; I do not know of any 
instance where there is any prospect oT it happening, but there 
might be a case where a particular Goyernment that might be in 
that imfayorable condition that they would haye something where 
they would say, ''If you wiU release us, we will turn this oyer," and 
we might not be able to get that security without releasing. I can 
imderstand and you can understand, as a business proposition, that 
there could be such a contingency where it would be desirable to 
make that change. I do not %hmk it is likely to happen. 

But, so far as limiting this authority is concerned, why limit it I 
If we are going to go wrong in jud^ent and not do the right thing, 
it is not Imely to be on some particular point that you would linut 
us; we would go wrong on something more important than that. 

And so I think that if you are giying authority that the authority 
ought to be complete. 

Senator Jones. Mr. Secretary, do you not belieye that inthe pres- 
ent state of the public mind tnat it would be of adyantage to the 
administration to haye some such limitation as that in this law, 
because it has been circulated throughout the country that there is 
a moyeinent on foot to haye this country take the obligations of 
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Germany and release ouf present debtors, and if the contingency of 
accepting other securities free from any obligation of our debtors is 
remote, do you not think that it would have at least a good psycho-* 
logical effect to put a limitatioii in this bill to that effect ? 

Secretary Mellok. I think it is very much better to take that 
which is the logical and sound actibn, to give this authority where 
this authority can be used to the advantage of the Government and 
the people, and then any untoward psychological condition in the 
public mind will soon disappear. 

Senator Williams. Or wul not exist ? 

Secretary Mellon. Yes. 

Senator Reed. England owes us, I am informed by Mr. Wads- 
worth, in defaulted interest $407,303,000. What is the reason Eng- 
land can not pay us that interest to-day when she can expend 
$700,000,000 enlarging her navy ? 

Secretary Mellon. I do not know about her expending $700,000,- 
000 enlarging her navy, but you can understand that it m&y be much 
easier to expend money at home where it does not requir^^gold, where 
it does not require a rate of exchange that every dollar ^j3aid costs 
$1.60, or whatever it is — ^it is an entirely different propositi*^, because 
in the one case she has to pay in actual gold, in the othe# case it is 
merely a transaction between ner own citizens. She buys S()methihg 
from domestic sources. - 

Senator Reed. But the English gold sovereign is at par and 
exchange, less a small carriage and insurance rate, is it not ? 

Secretary Mellon. What is that ? ^ 

Senator Reed. The English gold sovereign is not suffering from 
the rate of exchange, is it, except that there is always a little rate of 
exchange ? 

Secretary Mellon. The gold sovereign is a gold sovereign, but if 
they do not have those gold sovereigns, then they must go out and 
buy exchange to make the equivalent of the gold sovereigns. 

Senator Reed. I understand that; that is to say, if they have 
inflated and depreciated currency, they must make that up. But if 
England was paying us in gold, she would not have to pay $1*60 
in exchange, would she ? 

Secretary Mellon. But, to answer your question, she does not 
require gold sovereigns to pay for battleships at home. 

Senator Reed. But if she would give us $407,000 in gold, do you 
think she would be any worse off than if she expended at home 
$765,000,000 on her navy? 

Secretary Mellon. You can answer those (questions in many ways. 
It might be much better if, because of giving us that gold, which 
she could not do practically — ^could not ship us the gold, but she 
would go out and buy exchange, and the very fact of her buying 
that exchange and putting up the rate of exchange she to that 
extent protects her own trade, because it makes it harder for her 
people to buy in this country; the higher the exchange the more 
difficult it is for them to buy goods from us. So it is conceivable 
that by paying us that money she would do very much better and 
benefit herself rather than using the money at home. 

You can answer those questions in many ways. 

Senator Reed. You do not mean to say— and I drop the question 
if this merely explanatory suggestion — that England could not pay 
us in gold if she nad the gold ? Now, has she not got the gold ? 
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Secretary Mellon. I do not know exactly. She has a limited 
amount of gold, like all countries have. The amount of actual gold 
is limited. 

Senator Rebd. Are you in favor, under any circxunstances, of 
accepting German bonds ? 

Secretary Mellon. No; on the question of any circumstances, 
I can imagine circumstances. If somebody came to me and offered 
me some German bonds, I might take them. 

Senator Reed. I mean for these debts ? 

Senator Watson. Excuse me, Senator. 

Senator Reed. Yes. 

Senator Watson. I think if we are going to take up and discuss 
the financial condition of each nation and our relations to that 
nation and what we propose to do in regard to the indebtedness of 
that nation to us, that it is of. such a deUcate nature that I think nvte 
should go into executive ^essica^ and discuss it. There are perhaps 
a ga!Q4;many things that the Secretary would want to say behind 
closttiadoors that he would not say in the open, and I have discovered 
somofeing of a reticence on his part this morning. 

The C^URMAN. The Chair understands, if this Senator will pardon 
me a moment, that the Treasury officials, including the Secretary, 
are flmtirely wUling to encounter the most complete publicity in this 
whole matter. 

Senator Watson. I= did not know how they might feel about it. 

The Chairman. If the point is raised and if the Secretary thinks 
he has any commimication which ought to be heard in executive 
session, at his request we can proceed to such session. 

Senator Williams. Mr. Chairman, I would like to ask the Secre- 
tary this question: Of course, I .will not name any nation, but are 
there not one or two peoples in Europe who owe us money which 
has been advanced during the war, whose bonds are now and are 
apt to be for 30 or 40 years worth less than the German bonds ? 

Secretarv Mellon. I think that is so. 

Senator Williams. And then if we trade one for the other we 
would be benefiting ourselves. 

Senator Reed, Do you think that is true, Mr. Secretary, that we 
would benefit ourselves by taking the German bonds ? 

Secretary Mellon. I would say this, I do not know of any such 
country that possesses German bonds. There may be such. When 
it comes to the question 

Senator Williams (interposing) . But, Mr. Secretary, to complete 
my question, suppose that one of those countries were to receive as 

Eart of this reparation indemnity a certain amount of German 
onds, and that country offering these bonds should be virtually 
bankrupt to-day, and were to offer to give us the bonds instead of 
their bonds, is it not conceivable that theye might be a case where 
it would be to our interest to effect the exchange ? 
Secretary Mellon. Certainly. 

Senator Williams. Let me ask you one more Question: Is it not 
conceivable, Mr. Secretary, that some of these little countries which 
aJ*e nearly bankrupt that they own a railroad, where if they would 
agree to give us other securities in the shape of their railroad obh" 
gations instead of their government obligations that it would pay 
us to effect the exchange f 
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Secretary Mellon. That is conceivable. 

Senator Keed. If we then were to take a large block of these 
German bonds, thus becoming the creditor of Germany, partly with 
France and England and Italy, would not that put us in the posi- 
tion where we would be almost compelled to aid them in the collec-^ 
tion of their debts in order to get our own ? 

Secretary Mellon. Those speculative questions, it seems to me, 
scarcely have bearing. We are not contemplating taking any large 
block of German bonds. No one has suggested giving us German 
bonds. 

Senator La Follette. Have any of the debtor countries suggested 
substituting the bonds of other countries for their obligations! 

Secretary Mellon. No. 

Senator La Follette. I am not rrfemng to German bonds now 
but to the bonds of any other coimtry. 

Secretary Mellon. No. No other country that I know of has 
made any suggestion to substitute or to give us any other bonds. 

Senator Reed. Mr. Secretary, was it not seriously put to the coun- 
try and to the world a little wmle back that the Belgian debt to the 
United States should be wiped out by the acceptance of German 
reparation bonds ? 

Secretary Mellon. Oh, there was a time when there were many 
suggestions of that kind 

Senator Watson (interposing). It was also suggested in a good 
many quarters that the debt be entirely canceled, was it not ) 

Secretary Mellon. Yes. 

Senator Keed. I am speaking of a serious proposition made by the 
Government of England or by their spokesmen, and has not that plan 
been considered, and is not that plan now under consideration ) 

Secretary Mellon. No; not to my knowledge, in any way. 

Senator Walsh. If the members of the committee have finished 
with questions, I move that we now adjourn. 

Senator McCumber. I just wanted to ask the Secretary one ques- 
tion: In any event there could be no objection to acceptmg German 
bonds as collateral security if any bonds of any other nation that was 
hard up and could not pay at the present time in not releasing that 
Government in the slightest degree ? 

Secretary Mellon. 1 do not think so. 

Mr. Wadsworth. May I say one thing in response to Senator 
Reed's question? There was a suggestion worked out, I think, in 
Paris during the peace conference that for all money which had 
been borrowed by Belgium up to the day of the armistice, England, 
France, and the United States might at some future time take German 
bonds; in other words, Germany should assume the debts Belgium 
had incurred during the war. Mr. Wilson, I think, presented such a 
plan to the Congress, and I think it has been presented in England 
and France, but has never been acted upon. Perhaps that is what 
Senator Reed referred to. 

Senator Williams. Did you say that Wilson had presented it to 
Congress ? You mean presented to him at the conference in Paris ? 

Air. Wadsworth. I tnink he made some announcement about it, 
that that was a suggestion. 

Senator Williams. That fact is recorded in two or three books 
that purport to be an account of the Paris conference, that such a 
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proposition was made but was not accepted and not seriously dis- 
cussed. 

Senator Reed. Just this one question, and then I am willing for a 
motion to be made to adjourn. I am going to ask the Secretary if 
he knows now, and if not, if he will ascertain before we renew the 
hearings, if it is not a fact that the British Government since the war 
has advanced to the Argentine Government $50,000,000? I would 
like to know that fact in connection with this investigation. 

Secretary Mellon. I will look into that and be able to answer the 
question. 

The Chairman. The committee will now adjourn, subject to call 
by the chairman at an early date. 

(Thereupon, at 12.10 o'clock p. m. the committee adjourned to 
meet at the call of the chairman.) 
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REFUJ^DING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 



THURSDAY, JTTLY 14, 1921. 

United States Senate, 
Committee on Finance, 

Washington, D. C. 

The conmiittee met, pursuant to call, at 10.30 o'clock a. m., in 
room 312, Senate Office Building, Hon. Boies Penrose presiding. 

Present: Senators Penrose (chairman), McCumber, Smoot, La 
FoUette, Dillingham, Watson, Sutherland, Sinmions, Williams, 
Gerry, and Eeecf. 

Present, also, Hon. Andrew W. Mellon, Secretary of the Treasury; 
Hon. Elliott Wadsworth, Assistant Secretary of the' Treasury; and 
John B. Walker, Esq., chief of the legislative drafting service of the 
Senate. 

The Chairman. The committee has before it especially this morn- 
ing the co-called refunding bill, and is sitting to hear some further 
statements from the Secretary of the Treasury and those who accom- 

Eany him, who are invited more particularly at the request of Senator 
la FoUette, who has some inquiries to propound. 
Senator La Frllette, will you please state your inquiries, if you 
desire to address the Secretary ? 

Senator La Follette. Mr. Secretary, on page 61 of the last report 
of the Secretary of the Treasury, reference is made to a letter received 
by the Treasury Department irom Representative Fordney treating 
of the matter of these foreign loans, and considerable stress seems to 
have been laid upon that correspondence, but the letter does not 
appear in the report of the Secretary. Can you furnish the com- 
mittee with a copy of that letter ? 

STATEMENT OF HON. ANDREW W. MEIItlN, SEOSETABT OF 

THE TEEASTTEY. 

• * . • 

Mr. Mellon. I have here the copy of Mr. ForcjAey's letter. You 
mean Mr. Fordney's letter? ' ' 

Senator La Follette. The letter of Mr. Fordney which is referred 
to on page 61 of the report of the Secretary of the Treasury. 

Mr. YS^DswoKTH. I think this is it [handing letter to Secretary 
Mellon], 

Secretary Mellon. Yes» 

Senator La Follette. I will be glad to have that made a part of 
the record. 

The Chairman. Do you want it read to the coiomittee ? 

Senator La Follette. Yes; let it be read., 

33 ' 
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Secretary Mellon. This is addressed to Mr. Houston, then Secre- 
tary of the Treasury [reading] : 

Committee on Ways and Means, 

House of Representatives, 
Washingtcmf D. C, April 2y 1920, 
Hon. David F. Houston, 

Secretary of the Treasury, Washington^ D . C, 

Dear Mr. Secretary: Referring further to my letter to your predecessor under 
date of January 19, 1920, wherein I undertook to express the opinion of the members 
of the Ways and Means Committee that, at the time of the enactment of the Liberty 
loan acts, no thought was given to the possibility of the suspension of interest payinente 
on foreign loans and that there was no intent on the part of Congress to grant or imply 
such authority ot the Secretary, I am instructed by the committee to state that upon 
further investigation a majority of the committee are of the opinion that there is no 
legislative bar to your proceeding with the extension plan last submitted by you to 
the committee, although such contingency was not in the mind of the committee at 
the time the legislation authorizing foreign loans was framed. 

With reference to the policy of the plan, the committee feels that in such matters 
as these, where no legislation is pending, it is not in accordance with the best practice 
that standing committees of Congress should express an opinion or advise executive 
departments as to the course to be pursued. 

In the light of the foregoing, therefore, I will be pleased to have you consider my 
letter of January 19, 1920, as withdrawn. 
Very truly, yours, 

J. W. Fordney, Chairman, 

Senator La Follette. Are you able to say, Mr. Secretary, 
whether any action has been taten by the Secretary upon the first 
letter which Mr. Fordney had written ? 

Secretary Mellon. I am not very clear on that. 

Senator La Follette. This second letter is a qualification of the 
opinions expressed in the first letter, and I am just inquiring now 
whether action was taken upon the first letter by the Treasury 
Department, if anyone here knows ? 

secretary Mellon, Here is Mr. Houston's reply to Mr. Fordney. 

The Chairman. What was the date of the first letter? 

Secretary Mellon. April 2, 1920. And Mr. Houston then writes 
to Mr. Fordney [reading] : 

April 2, 1920. 

My Dear Mr. Fordney: I have the honor to acknowledge the receipt of your letter 
of April 2 in reply to my letter of March 18, 1920, relative to the postponing of the col- 
lection of interest on foreign obligations held by the Treasury. I wish to thank the 
committee for its consideration of this matter. I have cabled Mr. Rathbone to proceed 
with the negotiations accordingly. 
Yours, very truly, 

D. F. Houston. 
Hon. Joseph W. Fordney, 

Chairman of Committee on Ways and Means, 

House of Representatives, 

The Chairman. This correspondence refers to discussions over a 
year ago in the past admmistration, does it not? 

Secretary Mellon. Yes. 

Mr. Wadswoeth. I should say on that, Mr. Secretary, that the 
negotiations began in the autumn of 1919, in a very tentative way. 
They worked along up to the point where the Secretary of the Treas- 
ury had submitted his letter to Mr. Fordney outlining the program 
for an extension 

Senator La Follette (interposing). That is, what negotiations 
began ? 
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Mr. Wadsworth. In Europe. Mr. Rathbone was talking- 



The Chairman (interposing). Who conducted those negotiations? 

Mr. Wadsworth. Mr. Rathbone, one of the Assistant Secretaries 
of the Treasury. 

The Chairman. On behalf of the administration of President 
Wilson ? 

Mr. Wadsworth. Yes. 

The Chairman. The proposition then emanated entirely from 
Mr. Wilson and the Secretary of the Treasury under him ? 

Mr. Waddsworth. Yes. 

Senator La Follette. And what date did those negotiations 
begin? 

Mr. Wadsworth. Mr. Rathbone went abroad, I think, in Septem- 
ber, 1919. 

Senator La Follette. Was that his mission to conduct negotia- 
tions with respect to these claims ? 

Mr. Wadsworth. He was very busy with certain reparation mat- 
ters and cleaning up the various liquidation matters also, representing 
the Treasury; and then he began to get into his negotiations along 
in the autumn. In October, November, and December 

Senator La Follette (interposing). When did he discontinue his 
negotiations there? 

Mr. Wadsworth. He came home in May. Nothing came of his 
negotiations and he came home. 

Senator La Follette. Excepting the exchange of views over there 
and the communications that he made to the Treasury Department 
with regard to it ? 

Mr. Wadsworth. There was no commitment of any sort on either 
side. 

Senator La Follette. I understand.. Now, when were the nego- 
tiations taken up following his return, by the Treasury Department 
here, if you know, and by whom ? 

Mr. Wadsworth. By Mr. Mellon. 

Senator La Follette. And at what time? 

Secretary Mellon. About one month ago. 

Mr. Wadsworth. A little more than that, perhaps. 

Secretary Mellon. A little over one month ago. 

Senator La Follette. With what country ? 

Secretary Mellon. The conference was held with the ambassador 
of Great Britain. 

Senator La Follette. Your first conference ? 

Secretary Mellon. Yes. 

Senator Smoot. Were there any further conferences with any 
other countries ? 

Secretary Mellon. There have been no other conferences excepting 
that we prepared to furnish to the ambassador some data in relation 
to the claims. 

Senator La Follette. What data did you furnish ? 

Secretary Mellon. I believe it covered the progress that had been 
made by Mr. Rathbone, which gave to the ambassador the details of 
that conference or those negotiations which had been conducted by 
Mr. Rathbone. It was merely putting him in touch with the 
situation. 

Senator La Follette. Was that because he was a new man here ? 

Secretary Mellon. Yes. 
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Senator La Follettb. The negotiations had been conducted with 
his predecessor, or his predecessor had been kept informed of the 
progress of the negotiations up to that time, probably; was that the 
idea ? 

Secretary Mellon. Well, he requested further information, which 
was given to him. 

The Chairman. Then, your only relations with the transaction was 
to furnish information, as I understand it ? 

Secretary Mellon. Our conference was merely one of preliminary 
discussion of the situation, and in that there were these questions as to 
how far the previous negotiations had gone; and so I said to the 
ambassador, We will give you that information," which was really 
obtainable from the report of the Secretary of the Treasury, but we 
gave the same information practically. 

Senator Smoot. You gave him whatever information you had ? 

Secretary Mellon. Yes. 

The Chairman. That consisted chiefly of correspondence, did it? 

Secretary Mellon. No; we did not go into the details in that way. 
But it was more a question of what claim had been referred to and 
matters in that respect relating to the amount of the claim and of 
the interest. 

Senator Simmons. May I ask the Secretary a question in response 
to some suggestions made by the chairman ? 

The Chairman. Will the Senator speak a little louder? 

Senator Simmons. I desire to ask Mr. Wadsworth right here for 
the purpose of the record, some questions with reference to a state- 
ment made in reply to some inquiries by the chairman. 

Mr. Wadswortn, the chairman asked you with reference to these 
negotiations being taken up by the former administration — he said 
''by the Wilson administration — through Mr. Rathbone. I wanted 
to ask if Mr. Rathbone went to Europe with any definite proposition 
from this Government, or did he go there merely to sound those Gov- 
ernments out with reference to the settlement of this foreign in- 
debtedness ? 

Mr. Wadsworth. I imderstand that he had no definite program 
when he went over. He carried on his conversations with a Mr. 
Blackett, who had been here representing the British treasury, and 
they had a number of conferences in raris and London, but Mr. 
Rathbone took over no program. 

Senator Simmons. He was not authorized to make any settlement, 
but simply to find out what was the situation, and what the Gov- 
ernments over there were willing, able, and supposed to do ? 

The Chairman. What was his primary and special purpose in 
going to Europe ? 

Mr. Wadsworth. He represented the United States, and he was 
unofficial representative on the Reparations Commission, to begin 
with; and then, as that work began to get lighter, he was able to 
pick this other negotiation. 

Senator Watpon. Did he make a report when he came back, Mr* 
Wadsworth ? 

Mr. Wadsworth. He kept reporting to the Treasury here from 
time to time by letter and cable as to the situation as it developed, 
and all those reports were kept here, and, I think, copies of them all 
are now in the tiles of the Judiciary Committee of the Senate. 
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Senator Watson. If he went away without a program, did he 
come back with a program definitely proposed by the Treasury 
Department ? 

Mr. Wadsworth. He had worked up sufficiently so that the 
Secretary of the Treasury wrote that letter which appears in the 
annual report, outlining the plan for deferring interest for three 
years, and then providing for an issue of bonds. I remember that. 

Senator Simmons. Was it the plan of this Government, or the prop- 
osition of the foreign Governments ? ^ 

Mr. Wadsworth. It is the plan Mr. Blackett and Mr. Rathbone 
had worked out, and this letter which Mr. Fordney replied to — you 
just heard his reply — was in reply to a letter from secretary Houston 
to Mr. Fordney outlining the suggested way of handling this. 

The Chairman. Who was Mr. Blackett? 

Mr. Wadsworth, He was representing the British Treasury. 

Senator Watson. Has that letter of Secretary Houston to Giair- 
man Fordney ever been introduced here ? 

Senator La Follette. No. 

Senator Watson. Can we have copies of that letter ? 

Senator La Follette. I would be glad to have it in the record. 
That is the second letter that was introduced. 

Senator Watson. The original letter of Mr. Fordney that he 
afterwards withdrew. 

The Chairman. That has just been read to the committee. 

Senator McCuMBER. No; the preceding one. 

Senator La Follette. That is the second letter. 

Senator Watson. Mr. Chairman, that reminds me — and I want 
to inject it here — that Senator Lodge called my attention to the 
fact that there are several chests full of documents relating to these 
foreign loans in possession of the Committee on the Judiciary, and he 
says, of course, the Judiciary Committee has no business with those 
papers; that if they do not belong to the Finance Committee, they 
Delong to the Foreign Relations Committee. But he thinks they all 
belong to the Fiuance Committee, and-he suggests to me that I suggest 
to this committee that you, the chairman, ask the Judiciary Com- 
mittee to turn those papers over to us; and I suggest that that 
request be made, in order that this committee may have possession 
here of any of those papers that may be of value. 

Senator La Follette. I think, Mr. Chairman, that we ought to 
have possession in this committee of all communications and all 
records that pertain to these foreign loans, and to negotiations 
regarding deferred payments. 

Senator Simmons. Both made through the past administration and 
the present administration ? 

Senator La Follette. Both administrations; so that the com- 
mittee can have before it everything pertaining to this subject. It 
may point the way as to what would be done by the Secretary of the 
Treasury if this unlimited power that he asks for were conferred upon 
him. 

The Chairman. You refer to the archives mentioned by Senator 
Watson ? 

Senator IjA Follette. I do not know anything about those. I 
do not know whether those are complete or not. But I think we ought 
to have here a complete record of this whole transaction from begin- 
ning to end before we act upon this bill. 
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The Chairman. That means the records and archives and files in 
the Treasury Department. 

Senator La Follette. Yes. I mean the records of the Treasury 
Department that relate to this business.. If they have furnished 
copies of those records to some committee that is making no use of 
them and that committee can turn them over to this committee, it 
would save any delay in their making other copies. I did not know 
about these records of which Senator Watson speaks. 

The Chairman. Would not the State Department likewise have 
some record ? 

Senator La Follette. I have no doubt they have. I have rather 
definite information that there is important matter there that this 
committee ought to have before it. 1 believe that it ought to issue 
an order for the turning over to the committee of all records of those 
two departments that bear in any way upon these matters, and all 
correspondence. 

Mr. Wadsworth. That request was made by the «Tudiciary Com- 
mittee in their investigation last winter, and the Treasury prepared 
copies of very voluminous documents — I think there were three or 
four packing cases — and they are up here now: and that was made 
ready by my predecessor, but he told me that everything he could 
think of that would bear upon this matter was in those cases. 

Senator La Follette. My inquiry is if you happen to know 
whether they were all dumped into those cases without any order or 
system, and in that way transmitted to the committee, wnere they 
would be, of course, of little use to the committee, it comes to my 
mind now that Senator Reed, who was a member of that committee, 
and I believe was somewhat active in that investigation, complained 
that those documents had been sent down in sucn form that it was 
impossible for the committee to make very much effective use of them. 
I think if we are to have any records from the department that they 
ought to come in an orderly form, and putting them together in that 
way, of course, would not delay the department at all. 

Mr. Wadsworth. We could send a man here to put them in order, 
if we could get at them. 

The Chairman. Will vou have that done, Mr. Mellon ? 

Secretarv Mellon. Yes. 

The Chairman. Have them put in order, indexed so far as possible, 
separated and segregated, and sent to the committee ? 

Secretary Mellon. Would I understand, Mr. Chairman, that the 
boxes be brought to this committee ? 

Senator Watson. I think, Mr. Chairman, you will have to make a 
demand on the Judiciary Committee. 

The Chairman. How would it do for me to appoint a subcommit- 
tee — Senators Watson, LaFoUette, and Simmons — to confer with the 
chairman of the Judiciary Committee with a view of having those 
papers transferred to our committee ? 

Senator Smoot. The Treasury sent them to the Judiciary Com- 
mittee, and I think it would only take a request to get them here. 

Senator Williams. A request from you as chairman of this com- 
mittee is all that is necessary. 

Senator Watson. I think just a request from you, Mr. Chairman, 
to Senator Nelson would have them transferred. 

(At this point Senator Reed entered the committee room.) 
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The Chaieman. Senator Reed, the question has arisen concerning 
the transfer of certain papers, sent to the Judiciary Committee by the 
Treasury Department at your request, to this committee for its infor- 
mation. Can you inform this committee as to the status of those 
papers, their availabiUty and their utility, even in this investigation ? 

Senator Reed. You refer, I presume, to a large number of papers 
which was sent over with reference to these foreign loans ? 

The Chaibman. Yes. 

Senator Reed. Here are the facts; you can judge for yourself: The 
former Secretary and his assistants gave testimony before the com- 
mittee for some days, at different times; and finally the committee 
asked them to send over all of the files with reference to these loans. 

Senator Watson. How did the Committee of the Judiciary happen 
to be investigating that question ? 

Senator Reed. There was a bill pending providing that there 
should be no more moneys paid out on any of these foreim loans by 
the Secretary of the Treasury. I introduced the bill. We tried to 
get at the facts. I did not want to criticize anybody, but it did not 
seem that anybody could give us a clear statement with reference to 
each of these loans, and we asked for the papers with reference to 
them, and I really thought it was a matter of petulance — they finally 
brought over five big boxes full of all the papers and, of course, that 
involved a long search; and then the coromittee instructed the sec- 
retary of the committee and my secretary to read these letters during 
the interval of the adjournment and pick out the ones which they 
thought were pertinent to these loans. That was done, and then 
we ordered them printed confidentially, and that is the confidential 
print [exhibiting pamphlet to the committee]. There were 96 or 
100 of them printed. 

Senator Williams. Ninety-six what ? 

Senator Reed. Copies printed for confidential use of the committee, 
and I presume of the Senate. I have been trying ever since to get 
these released and made public. I have never been able to get action 
on it. 

At the last meeting we had where the matter was under considera- 
tion, they referred them to the Secretary of State and asked him to 
examine them and see whether there were any that he thought 
should not be made public. He wrote back and said he thought 
many of them should not be made public, without specifying them.; 
that these documents related to dealings between this Government 
and foreign countries, and that it was customary not to make public 
that kind of correspondence without the consent of the foreign Gov- 
ernment. And there we are. That correspondence goes into the 
whole question. I have not read every letter contained in this print 
which I hold in my hand. This is finely printed, and it is a big job; 
but I have glanced through them, and I think that they set out as 
far as there is any record the circumstances attending these various 
loans, and I think disclose a situation — I am just expressing my own 
opinion — wholly unjustifiable and illegal. There are other members 
oi the committee who probably take the other view of it. I think 
they belong certainly to the Senate. 

Senator Watson. And to the Finance Committee ? 

Senator Reed. And I think they certainly ought to be given to the 
Finance Committee, and I think the whole Senate is entitled to them, 
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and, SO far as I am concerned, I think the public is entitled to them.. 
This is the public money that we are dealing with. 

Senator Watson. I understand the former Secretary of the Treas- 
ury was not very much in favor of making some of these documents 
public. 

Senator Reed. He did not express himself in that way. He said 
he thought they ought to be carefully examined by the committee 
before tney were made public, and that there were probably some of 
them, or parts of them, that ought not to be made public. 

Senator Simmons. Senator Reed, of course, that would not mean 
that Members of the Senate or committees of the Senate should not 
have free access to them ? 

Senator Reed. I thought they printed one for each Member of the- 
Senate, and that that was the reason they printed 96 or 100 copies. 

Senator Simmons. Could there be any objection to having more 
copies of that document you have in your hand printed for use of 
this committee ? 

Senator Reed. I think there are enough to supply this committee 
now in the safe of the Secretary of the Judiciary Committee. 

Senator Watson. When were these printed ? 

Senator Reed. They were printed two or three months ago. 

Senator Watson. Mr. Secretary, have you ever seen a copy? 

Secretary Mellon. I have not. 

The Chairman. Senator Reed, this correspondence, as I imder- 
stand it, simply refers to transactions long since over and closed. 
These debts to the United States exist and are admitted and conceded, 
and the question before the committee now is how to deal with their 
refunding or repayment ? 

Senator Reed. Of course, Mr. Chairman, there are two questions, 
involved. One is the question what we are going to do with reference 
to the loans we have made, and I understand that to be the proposi- 
tion immediately before the committee. • Then there is the other 
question of the nature of these loans, what they were made for, and 
connected with that is the fact that there are some credits or what they^ 
call ''credits'' of, I think, $129,000,000 the last time I heard about 
it — it may have been changed since — ^still standing for these foreign 
governments. 

I am not making any breach of confidence — and the Secretarv is- 
here to correct me if I snould be in error — ^when I say that the method 
seemed to have been this: That if one of these foreign governments, 
would apply to the Secretary of the Treasury for money, instead of 
turning the money over to them, in most instances he did what he 
called ''Established a credit for them." That is, he said, "I will 
set aside to you and give you a credit of so many millions of dollars. '' 

Then, as that Government wanted the money, why, it drew for it. 
and got the money. There still stands — or did stand awhile back, 
the Secretary will know — some $33,000,000 to the credit of Greece, 
and nearly $5,000,000 to Liberia's credit; and the question we had 
under consideration was whether any more of that money should be 
paid out, and I have never gotten very far with it in that com- 
mittee. We were making quite excellent progress, I thought, with 
the Republicans of the committee pretty keen on the scent until wa^ 
changed the administration; and then the Democrats, who had been 
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holding back before, evinced a little more interest than the Repub- 
licans. 

The Chairman. We were kept in the dark about it until lately. 

Senator Reed. Yes; I understand. 

Senator Watson. I never heard about these documents there until 
Senator Lodge called my attention to the chests full of them up 
there, to which I had just called this committee's attention and was 
sugg4ting that the chairman of this committee should make a re- 
Quest of the chairman of the Judiciary Committee to turn all of 
those documents over to us, since our committee manifestly has 
jurisdiction of this subject, then that would carry this publication 
(referring to pamphlet shown to the committee by Senator Reed) 
with it, would it not ? 

Senator Reed. I do not believe anybody will have to go outside of 
this, and here are the circumstances. I have a secretary who is a 
lawyer, and a pretty good lawver, who is familiar with the situation, 
and he, together with the clerk of the committee, and I think one or 
two of the other clerks, undertook to read this vast bulk of papers 
and to pick out everything that they thought was pertinent: and 
the probabilities are very strong that you will find all you want in 
that book. 

Secretary Mellon. May I say a word or two on that question 
whether there are any commitments or obligations now, so far as the 
Treasury is concerned, to pay out any more money to any of these 
Governments. The Treasury does not recognize that there is any 
such obligation of any nature to pay any additional amount of any 
of the Governments; so far as these loans are concerned, the ad- 
vancements have been completed. 

Senator Reed. Did you not pay some money on the commitments 
since you came into office ? 

Secretary Mellon. That was referred to at the other hearing, and 
that has been done. I am speaking now of the present situation. 

Senator Reed. That is, you hold now that no matter though there 
w^as a credit of $5,000,000 placed to the credit of Liberia and only a 
few thousand drawn, that you are under no further obligations to 
pay any money to Liberia ? 

Secretary M!ellon. Not so far as the Treasury is concerned. 

Senator Reed. Then, who would be, if not the Treasury ? 

Secretary Mellon. It would be a matter now of action by Con- 
gress if any further advancement is made to Liberia. 

Mr. Wadsworth. May I say a word, Mr. Secretary ? 

Secretary Mellon. Yes. 

Mr. Wadsworth. There is a credit in favor of Czecho-Slovak 
Republic of $6,072,834.36. That is a credit which was estabhshed 
to assist the Government in repatriating its troops from Siberia. 
That work was carried on by the War Department and the Shipping 
Board; and there are claims now before the Czecho-Slovak Govern- 
ment of perhaps $3,000,000 to $4,000,000—1 have not seen them 
all — ^from the War Departihent and the Shipping Board together^ 
for money they have expended in getting those men home. 

Senator Reed. Money we have expended ? 

Mr. Wadsworth. That is to sav, the War Department and the 
Shipping Board expended, on the basis of the fact that the Czecho- 
slovak Government could get enough from the Treasury under this 
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credit to reimburse the War Department and the Shipping Board. 
That is a commitment which exists. 

Secretary Mellon. That has not been brought to my attention. 

Senator Reed. Pardon me. That means this, that you are getting 
this $3,000,000 from the United States Treasury and turning part of 
it over to the Shipping Board to reimburse it and part of it over to 
the War Department to reimburse it. So that the money does not 
go abroad? 

Mr. Wadsworth. We pay it to the Czecho-Slovak Government 
and they, in turn, pay their bills to the Shipping Board and the War 
Department, and we receive the obligation of the Czecho-Slovak 
Government. 

Senator Reed. So there is that much more money to go out ? 

Secretary Mellon. It does not in that sense go out of the country. 
There are no advancements that go to a foreign Government to 
remain there? 

Mr. Wadsworth. No. 

Senator Smoot. What is the total amount ? 

Mr. Wadsworth. The total they might draw is $6,072,834.26 — 
a balance of about a $10,000,000 credit. 

The Chairman. Mr. Wadsworth, what document are you reading 
from? 

Mr. Wadsworth. The Treasury's annual report. 

Then, there is another credit in the Treasury's annual report in 
favor of France for $50,496,977.24. I think there will be no payment 
required on that. 

Senator Smoot. But there is a commitment ? 

Mr. Wadsworth. If France comes in with a claim which she says 
was incurred in connection with the war. 

Senator La Follette. What is that commitment based on ? 

Mr. Wadsworth. Any contract she made during the time of the 
war and which she was enabled to make in this country and finance 
it, because the Treasury had established this credit. 

Now, so far as we know, France has no more claims to put in, so 
that that $50,000,000 will probably come oflf the books as a credit 
without any advance being made. 

Senator Watson. What is the date of that commitment ? 

The Chairman. The last report of the Secretary of the Treasury, 
for the year ending June 30, 1920, and the facts referred to are found 
on page 55, and the clerk will put a copy of the annual report before 
each Senator immediately. 

Senator Reed. But the commitment has been made, and if France 
presents or has to pay claims of the character this commitment was 
intended to cover, then you will regard the Treasury as obligated to 
make that good up to the amount of $50,000,000 ? 

Mr. Wadsworth. I understand so. 

Secretary Mellon. But, Mr. Wadsworth, is it not safe to say that 
we do not regard that there is any further amount to be paia that 
will go out of this country to any foreign Government? So far as 
we understand, the French Government is not asking for any further 
advancement ? 

Mr. Wadsworth. We so understand, yes; but I am making com- 
pletely sure, because if they should turn up with some claim, we would 
then be morally bound to advance them the money. 
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Senator McCumber. They would be claims originating in the 
United States to pay bills lor contracts made in the United States ? 

Mr. Wadswobth. Yes. 

Senator McJCumber. And your belief is that inasmuch as no claim 
has been filed for two years, there can not be any outstanding claim 
m this country against the record ? 

Mr. Wadsworth. Yes. 

The Chairman. What kind of claims did they have in mind when 
this balance was allotted to France ? 

Mr. Wadsworth. This is the balance of a very large credit when 
they were buying munitions, horses, wheat, blankets, and all sorts, 
of things over here during the war. When they needed the money, 
they would come to the Treasury, and the Treasury would ad- 
vance it. 

Senator Reed. But France has not yet released us from that 
obligation, formally, whether it be valid or invalid ? 

]Vfr. Wadsworth. Not formally; but as a practical matter we 
made a general settlement with France, about a month ago on a 

Seat many claims between the War Department and the Navy 
epartment and others, and I can not conceive that they will claim 
anything more. 

Senator Williams. This Czechoslovakia matter to which you re- 
ferred, that is in essence just a matter of crediting one department of 
the Government and debiting another, is it not ? 

Senator La Follette. That is not the way you stated it before,. 
Mr. Wadsworth. You stated that the money would be paid to them 
and that then they could pay the Shipping Board and the War 
Department. I want to have you be dennite about that. Is that 
money going out of this country first and into the hands of that Gov- 
ernment, to be repaid by that Government to the Shipping Board 
and the War Department ? 

Mr. Wadsworth. That would be a simultaneous transaction that 
would probably take place right at my desk. 

Senator La Follette. And the money would not leave the coun- 
try at all. I should think that the transaction ought to be closed 
out in that way. 

Mr. Wadsworth. We do go through the formality of paying it to 
them, and they hand us their obligation, but they never get the 
money. 

Senator Reed. Of course this question lies back of it all, and that 
is whether there was any authority in the Treasury or in the Gov- 
ernment to agree with Czechoslovakia to pay these bills. The 
Czecho-Slovak Government did not exist as a government at the time- 
that these acts were passed authorizing the loans and did not exist 
as a government until after the war was over. That presents a very 
different question as to whether we are to pay this bill in this way 
or whether we are to insist on their taking their own money out of 
their own treasury and coming over and settlmg with the Shipping 
Board and the War Department, 

Mr. Wadsworth. May I go on with this ? 

The Chairman. Yes; you may proceed. 

Mr. Wadsworth. There was also a credit in favor of Greece of 
$33,236,629.05. This was the result of an agreement between this. 
Government and the French and British Governments to advance. 
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certain money to Greece during the war. Certain advances were 
made and then the Government of Greece changed and there have 
been no more payments made. We are unable at the present mo- 
ment to say just what the status of that credit is because it is an 
account with two other Governments, and there would have to be 
a negotiation in which all three contracting parties agreed as to 
what they should do. 

Senator Reed. Permit me to ask a question or two about that. 
As a matter of fact, England, France, and the United States made 
an agreement to stand back of Greece, provided Greece would do 
certam things' in this war — I will not say what they were. The 
Greek Government changed. England and France refused to 
advance any money, but the United States did advance her part 
and Greece is still claiming that a very large sum ought to be ad- 
vanced to her from all three of these parties. Is not that the situa- 
tion? 

Senator La Follette. You did not state. Senator Reed 

Senator Reed. I did not get an answer to my question. 

Mr. Wadsworth. I did not know you were asking me that ques- 
tion. Senator. 

Senator Reed. I am trying to ask you that question. 

Mr. Wadsworth. I think that at tne time we made our advances 
under these contracts both England and France also made ad- 
vances, and then all three Governments stopped at the same time. 

Senator Reed. Is not this about the fact ? 

Under the various Liberty loan acts which provided that the Secretary of the 
Treasury could, with the approval of the President, make loans to foreign govern- 
ments then engaged in war with enemies of the United States for the purpose of pro- 
secution of the war, there was a credit established for Greece of $48,236,629.05. Of 
this credit there was advanced to Greece up to November 15, 1920, a total of $15,- 
000,000. 

Senator Watson. By whom ? 

Senator Reed. By the United States. And '' there now remains 
on the books of the Treasury Department a credit in favor of Greece 
of $33,236,629.05. '' That is correct that far, is it not ? I am going 
to read on. 

No money whatsoever was advanced to Greece during the actual progress of the war. 

That is true, is it not ? 

Mr. Wadsworth. I could not say about that. 

Senator Reed (reading) : 

The first advance was made to Greece December 15, 1919. The next advance was 
January 16, 1920, of $5,000,000. The third advance was September 17, 1920, of 
$5,000,000. 

Senator La Follette. May I inquire whether or not you are read- 
ing from a statement made by the Treasury ? 

Senator Reed. No; I am reading from a statement of the epitome 
of these documents, which I think sets out the facts. So that the 
advances that were actually made were made subsequent to the 
armistice, a year subsequent, nearly; 

Loans were made to Greece under an entirely different plan and system from those 
made to any of the other Allies. In February, 1918, England, France, and the United 
States made an agreement with Greece .whereby these three couatries agreed to under- 
^write a Gr^ek Ipan of. 750^000,000 drachinas, which have the same value as francs. 
JSach of the three countries agreed to make its share of one-third of the loan. This 
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750,000,000 drachmas loan was the outside limit of the loan to be made. That is, it 
was the maximum amount for the 1918 expenditures. 

In pursuance to this loan Greece agreed to keep a certain number of men in the 
:field and to make other military and naval operations. 

This loan was to be paid to Greece upon certain conditions. Those conditions were, 
first, the money was to be paid if at any time during the war the credit of the National 
Bank of Greece fell below 100,000,000 francs. Second, if the money was not paid 
during the war, then it was all to be due and payable six months after the conclusion 
•of peace. 

A further condition was added that in no case were the three countries referred to 
to pay more than one-third of the expenditures for 1918 as shown by vouchers from 
the Greek treasury, which vouchers were to be passed upon by the financial commis- 
sion appointed for this i)urpo8e.^ 

On the strength of this promised loan, the Greek Government issued a bond issue 
^which it sold to its own people. 

This is comment, but I will put it in the question: 

The correspondence shows that though the United Stat,es has up to date advanced 
$15,000,000 on this credit so established, neither of the other countries have advanced 
any of their share. All that they have done was to establish book credits. 

The correspondence also shows that when our advances were finally made, they were 
made not to take care of war purposes, but to rehabilitate Greece. In fact, all of the 
proposals for advances mentioned the fact that the advances are to be used for re- 
habilitation and relief purposes. The Treasury Department only agreed to these 
advances when they were assured that they were to be made for expenditure in the 
United States. 

There is nothing in the correspondence on Greece showingany itemized statement as 
to how this money was spent other than a statement in French, gi\dng merely the 
names of the parties who received the money, no statement being given of what the 
money was spent for. 

This is further comment, but I will put it in for the context. 

It must also be borne in mind with reference to the Greek loan that this loan was 
made to the Venizelos Government, which government has since collapsed, and the 
former King Constantine, who had been ousted from the throne by Great Britain and 
France because of his pro-German leaning, has been returned to the throne by a popular 
plebiscite of Greece. 

At the time of the political disturbances in Greece, just prior to the return of Con- 
stantine, a fourth advance of ?5,000,000 was asked, but this request has never been 
granted by the Treasury Department: The correspondence with the committee only 
runs to January 14, 1921, and it does not show a direct refusal on the part of the Treas- 
ury Department of the United States of this request. 

Now, is that not about the situation with regard to Greece? 

Mr. Wadsworth. I should say it is, from my memory of the 
matter. 

Senator Reed. Well, you could not say, then, that the Greek loan 
was closed, could you ? They may come in at any time and demand 
that $33,000,000, and you may feel that we are obligated to pay it. 

Mr. Wadsworth. I think the Secretary could state whether or not 
he would. 

Secretary Mellon. I should not consider that that now would be 
an obligation of the Treasury to make further payment. 

Senator Reed. Why not, Mr. Secretary, if it be true that Greece 
entered this war upon the express stipulation that three Governments, 
including our own, would advance to her certain moneys upon three 
conditions; first, that she put a certain number of men in the field; 
second, that they would pay money if at any time the credit of the 
Bank of Greece fell below a certain point; and, third, that itemized 
statements of the cost should be furnished? Suppose that Greece 
were to bring you in to-day these itemized statements of expendi- 
tures that have beien incurred during the war, and assuming that 
this contract is a legal contract how could we escape making them ? 
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Senator Watson. If that be true and if we are bound to make the 
payment, why your question ? 

Senator Reed. My question is to get at the Secretary's attitude. I 
am not criticising, of course, but the Secretary has said that he can 
see no way in which we are obligated, and I can see, if there is a legal 
obligation to begin with, how we might be obligated. 

Secretary Mellon. Under the existing conditions I do not believe 
that the facts are such that there is an obligation here to make any 
further payment. 

Senator Watson. Does the Senator from Missouri believe that 
there is an obligation ? 

Senator" Reed. You want to ask me questions, and I am trying to 
clear up the attitude of the Secretary of the Treasury — ^I am inter- 
ested in it — in a most courteous way, of course. 

Senator Watson. Certainly; we all understand that. 
' Senator Reed. Now, if the Secretary were to say to me that they 
had seen correct accounts of those expenditures during the war and 
they knew from them that no more money could be demanded from 
us, I would understand that; but as long as we have no informatioa 
that Greece has presented those claims, nor the amount of those 
claims, I can not see how anybody can say that we are perfectly free 
from any obligation to Greece. 

Mr. Wadsworth. Greece has been entirely unable to present these 
statements so far, and nothing that they have produced complied 
with the agreement, but we do not know that they might not. 

Senator Keed. They are still trying to produce something? They 
are still making claims, are they not ? 

Mr. Wadsworth. They have not for some months. 

Senator Reed. The last thing they did was to assert a claim. If 
you do not like that term, use whatever term you wish. 

Mr. Wadsworth. They came in and said they would like more 
money. 

Senator Simmons. When was that ? 

Mr. Wadsworth. About two or three months ago. 

Senator McCumber. Did they get it ? 

Mr. Wadsworth. T hey did not. 

Senator McCumber. Why ? 

Mr. Wadsworth. Because their statements wore not satisfactory 
and never have been. 

Senator Smoot. England has not paid them anything, and France 
has not paid them anything. 

Secretary Mellon. I think it is safe to say, as I stated before, that 
there is no situation in the Treasury which makes it at all probable, 
or in any way likely, that any such question is going to arise; that 
there is going to be any request even for a further advancement. 

Senator Reed. How about Liberia ? When did they withdraw 
their claim? 

Secretary Mellon. Liberia has not withdrawn any claim. Liberia 
is still requesting that advancements be made, but tne Treasury does 
not regard the request as being one that the Treasury is under any 
obligation to comply with. 

Senator Reed. Would you kindly enlighten me a little about 
that ? Why does the Treasury not regard itself as obligated in this 
instance? There was a credit establisned to Liberia for $5)000,000. 
They drew only a small sum. 
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Secretary Mellon. Mr. Wadsworth <5an explain that better than 
I can. 

Mr. Wadsworth. The negotiation for this credit was entirely be- 
tween the State Department and Liberia, not between the Treasury 
and Liberia, as in the case of all other credits. The Treasury has., 
therefore, taken the position that until the State Department came to 
us and said, ^^ We have as a government a commitment to Liberia to 
pay this money,'' the Treasury was not in any way committed to pay 
out that money. 

Senator Reed. But suppose the State Department came to you 
to-morrow and said, ^'We have had negotiations with Liberia. 
We have reached an agreement. We told Liberia that they should 
have this $5,000,000, and we told the Treasury so and the Treasury 
put it to their credit." Now what are you going to do with that 
case? 

Mr. Wadsworth. I understand, informally, that the State Depart- 
ment has determined not to make such a statement. 

Secretary Mellon. I think that is the si.tuation. 

Senator Eeed. Then it comes to this, that you do not regard, 
having put money to the credit of a nation, as having in any way 
committed oxir Government ? 

Mr. Wadsworth. It commits them absolutely if they come up 
w^ith a claim for the cash, in accordance with the terms under which 
this credit was extended. 

Senator Reed. And those terms are not known to you, are they ? 

Mr. Wadsworth. Not very definitely. 

Senator Reed. But you do know, in a general way, that Liberia 
had mortgaged her revenues as security to an English bank and a 
f rench bank, and that a sort of trusteeship had been established 
to collect those revenues, that trusteeship being semigovernmental a^ 
least in its character; that everything went along very fine until ,the 
war came on, and tJben the revenues of Liberia fell off and negotia- 
tions were entered into to have the United States take that Jioan 
over, and a credit was established of $5,000,000 to Liberia, out of 
which there was enough money taken to pay the expenses of the 
XJberian delegates to the peace council, and the rest of it stands 
there. That is about the situation, is it not ? 

Mr. Wadsworth. I think that is the situation. 

Senator Reed. You do not intend to say to us that that is not a 
situation that might ultimately involve the payment of this money, 
do you ? 

Mr. Wadsworth. Only if the State Department came forward 
and said that they felt there was an absolute commitment on theip 
part to produce that money for Liberia. 

Senator Williams. That is the amount that has been already paid ? 

Mr. Wadsworth. No; the additional amount. ^ 

Senator Williams. For the payment of what ? 

Mr. Wadsworth. Well, whatever coiAinitments may have been 
iXLade by the State Department. 

The Chairman. When was that commitment made by the State 
Department ? Who was the Secretary of State at the time ? 

Mr. Wadsworth. Mr. Lansing was Secretary at that time. 

66941— 21— FP 2 2 
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• The Chairman. Then the present oflScials of the State Department 
have no official cognizance of or participation in this proposition ? 

Mr. Wadsworth. No ; it was made in an unusual way by a direct 
order from the President. That was the only credit that was extended 
in that way. 

Senator Watson. That is, the Liberian credit was made by a direct 
order of the President ? 

Mr. Wadsworth. Yes. 

Senator Watson. And no other commitment was made in that 
fashion ? 

Mr. Wadsworth. No other. 

Senator Sutherland. What was the date of that Liberian credit ? 

Mr. Wadsworth. September 9, 1918. 

The Chairman. This is one of the legacies, then, from the past 
administration. 

Mr. Wadsworth. They all are. 

Senator Simmons. Is not everything that was done in connection 
with the war a legacy from the past administration? 

The Chairman. No; not at all. The Republican Party partici- 
pated in a number of very beneficial and patriotic acts, but with those 
of an autocratic and secret nature we are not having any relation, so 
far as I know. 

Senator Reed. Let it be understood that in all that was virtuous 
the Republican Party was an active participant, and in all that was 
bad, the Republican Party^s hands are clean. 

The Chairman. There is a large element of truth in that. 

Senator Reed. I think we might as well admit it, in view of the 
majority. 

Secretary Mellon, did you not take the position the other daj when 
you were here that all of these commitments were contractual m their 
nature and that we were not at liberty to change or cancel them ? 

Secretary Mellon. So far as I know, they were absolute commit- 
ments. But if, on the other side, the terms were not complied with, 
then we were not under any obligation to actually advance the 
money. 

Senator Reed. Well, are you prepared to say to the committee 
this morning that you will pay out any more money on any of these 
commitments ? 

Secretary Mellon. So far as I know, there is no situation where 
that question is liable to arise. 

Senator Reed. But that is not my question, and I know you make 
the answer in the best of faith as your judgment. But you are not 
prepared to say that under no circumstances or conditions would 
you pay out any more money ? 

Secretary Mellon. Oh, I could not say that there might not be 
some circumstance or condition with which I have not been advised. 
Of course there is always a possibility of something arising in that 
way, but I do not believe there is any such situation. 

Senator Reed. We were down to Italy; we had in the Treasury's 
last report a credit of $34,921,192.73. What is their credit now? 

Mr. Wadsworth. We do not consider that they have any credit. 

Senator Reed. What happened before the account was closed ? 

Mr. Wadsworth. That $16,000,000 was advanced that we spoke 
of at the last hearing. 
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Senator Reed. So that that $34,000,000 credit was reduced to 
approxunately, you say, $18,000,000? 

Mr. Wadsworth. Tnat was taken off the books. 

Senator Reed. And that is taken off and closed up with Italy*s 
consent? 

Mr. Wadsworth. Yes. 

Senator Reed. So that the account with Italy is now finally 
concluded ? < 

Mr. Wadsworth. I understand so. 

Senator Reed. Well, you know what the facts are, do you not ? 

Mr. Wadsworth. I have not actually seen the entries, but I think 
I can confidently say that Italy has no longer any credit on the books 
of the United States. 

The Chairman. When was that formal settlement made, Mr. 
Wadsworth ? 

Mr. Wadsworth. The 30th of March of this year. 

The Chairman. In Mr. Houston's report he states that it is an 
open account, but of course subsequently it was closed. I want to 
state to the committee — I know it is not the proper time to do so — 
that I do not desire to introduce any partisanship into this discussion. 
I think it should be treated on the broadest lines of patriotism, but 
it seems to me there is an effort being made to bring up collaterally 
ajid frequently matters having no connection whatever with the 
granting of certain authority to the Secretary of the Treasury; and 
when a proposition like that of Liberia is talked about in the com- 
mittee room it is notoriously an autocratic legacy of the past, and I 
do not want the impression to go forward that the present manage- 
ment of the Treasury Department has any connection whatever with 
the transaction. 

Senator Willxa^ms. Mr. Chairman, we might just as weU have 
entered of record an admission that everything that occurred prior to 
the 4th of March last occurred under a Democratic administration. 

The Chairman. I would not say under a Democratic administra- 
tion; I would say imder an individual Democratic administration. 

Senator Williams. Well, I would saj a Democratic administration. 
' Senator Reed. I think that the disposition of the chairman to 
keep politics out of this is so manifest that it hardly needs to be 
asserted, and I want to say for myself that I have not asked these 
questions with an attempt to reflect on anybody, past or present; 
but I do think when we come to the question of extending a power to 
the Secretary of the Treasury, whether it be Mr. Mellon or his suc- 
cessor, to settle these loans, that the question of our accounts with 
these Governments, in what shape those accounts are, is a pertinent 
question which any business man would take into consideration if he 
were making a settlement with a creditor. 

Senator Smoot. Mr. Chairman, the Secretary was called here this 
morning to answer certain questions, and I would like to have him 
proceed now. 

The Chairman. The Senator from Wisconsin, I suspect, has some 
other questions that he wants to ask. 

Senator La Follette. Yes; I had noted some other matters that 
I wanted to inquire about. I will ask Mr. Wadsworth if he is familiar 
with the matter that was submitted to the Judiciary Committee — 
perhaps you have already stated, Mr. Wadsworth — whether you know 
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the contents of the various chests that were sent down in response to 
the request of that committee ? 

Mr. Wadsworth. I have been through the papers in order to post 

myself as to exactly what happened, as far as 1 have been able to in a 

limited amount of time. 

Ation. I would like to inquire of you if there is among those papers a 

I ^ Senator La Follette. Then, perhaps, you can answer my ques- 

Ijropy of a request made by one of the foreign Governments for the 

entire cancellation of their obligations to this Gfovemment? 

Mr. Wadsworth. Mr. Chairman, that is rather an international 
matter. I do not know that there is anything very confidential 
about it, however. 

The Chairman. Mr. Secretary, I believe personally, and I think 
the committee believes, in the fullest publicity of these transactions, 
unless there is some very strong reason why publicity should not be 
given, which the committee would respect if submitted. 

Wfr. Wadsworth. I have here a cablegram from the British chan- 
cellor, which says: ^'Turning to more general considerations*^ 

Senator Reed. What is the date of it ? 

ifr. Wadsworth. February, 1920. [Reading:] 

. Turning to more general considerations it is evident that a financial crisis in America 
would gravely endanger the incipient recovery of continental Europe. It is impossi- 
ble to foresee the consequences. With the Continent a prey to bankruptcy and poB- 
sibly to anarchy and the United States unable to provide credits of any sort owing to 
the internal crisis, the world's position would be indeed serious. If I may venture on 
what I fear is controversial ground, I may say that it is largely because of these dangers 
that we should welcome a general cancellation of intergovernmental war debts. The 
moral effect would even be a greater practical change and fresh hope and confidence 
would spring up everywhere. The existence of these international debts deters 
neutrals from giving assistance, checks private credits, and will, I fear, prove a dis- 
turbing factor in future international relations. 

Senator Williams. From whom is that cablegram ? 

Mr. Wadsworth. That is from the chancellor of the exchequer. 

Senator Williams. To whom is it addressed ? 

Mr. Wadsworth. It was sent to Mr. Leffingwell, who was then an 
Assistant Secretary of the Treasury of the United States. 

The Chairman. Who was the Secretary of the Treasury at that 
time? 

Mr. Wadsworth. The date is February 9, 1920. I think Mr. Glass 
was Secretary of the Treasury at that time ? 

Senator La Follette. You have not given us the name of the 
British Chancellor. 

Mr. Wadsworth. I am .sorry to say this is not signed, and I am 
reading from a copy. The letter of transmittal is signed by Mr. R. C. 
Lindsay, and English official, addressed to Mr. Leffingwell. That 
letter of transmittal is as follows: 

February 9, 1920. 

Dear Mr. Leffingwell: I sent a Jel^ram to London after our conversation at the 
Metropolitan Club the other day and I have now received a message from the Chan- 
cellor of the Exchequer, a copy of which I inclose to you, herewith, and which I hope 
you may find interesting. 

Believe me, dear Mr, Leffingwell, 
Very sincerely, yours, 

R. C. Lindsay. 
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Senator Jones. Did Mr. Leffingwell cancel the debt upon receipt 
of that cablegram ? 

Mr. Wadsworth. I do not know. 

The Chairman. This was rather important correspondence to be 
•conducted between subordinates, was it not? 

Mr. Wadsworth. Mr. LelBBngwell carried on all that correspond- 
ence at that time. 

The Chairman. It looks like a social correspondence, almost, to 
me. 

Sentttor Watson. That is a proposition to cancel all war debts 
mutually all around the world. You have no such thought as that, 
have you, Mr. Secretary ? 
. Secretary Mellon. No, indeed. 

Senator IIeed. Was not there a good deal of correspondence along 
the same line as that telegram ? 

Senator Wadsworth. Not as I recall it. The Treasury took the 
position constantly that there was no such thought at any time. 

Senator Reed. I do not mean correspondence from our side 
acceding to it; but were there not other requests than the one you 
liave read, or suggestions of that character ? 
, Mr. Wadsworth. I do not recall any. 

Senator La Follette. Mr. Wadsworth, have you another com- 
munication there bearing upon this same subject? 

Mr. Wadsworth. I am looking to see if I have any more. 

Senator Simmons. Mr. Chairman, what was the necessity of our 
prosecuting this inquiry as to whether there had been any suggestions 
of cancellation of ail these debts ? That is foreign to the purpose for 
which we are meeting. I think everybody understands that nobody 
now is in favor of canceling these Hebts, and we are here for thi 
purpose of considermg what power and authority we will give to the 
Secretary of the Treasury for the refunding and adjustment and 
liquidation of those debts. 

Senator La Follette. Exactly, Mr. Chairman, I understand that 
to be so; but, if negotiations have been opened heretofore by these 
-debtors and appeals have been made heretofore to this Government 
to cancel the debts, we do not know if we give unlimited authority 
,to a Government official to dispose of this matter according to his 
owp judgment what he may be confronted with hereafter in the 
way of appeals from other Governments. He may say now that 
would not consider the matter. But we are asked to give him un- 
limited authority, and I think we have a right to know what has 
been in the minds of these debtor Governments with respect to these 
•debtS; 

Senator Watson. Do you thiak there is any authority carried in 
this bill to the Secretary of the Treasury to cancel all this indebted- 
ness ? 

Secretary Mellon. There is no authority asked for to cancel any 
part of it. 

Senator La Follette. That is true, but there is unlimited author- 
ity asked for with respect to the dealing with these debtors and the 
postponement of payments and the terms upon which the payments 
may be made after they have been postponed. 

Secretary Mellon. But not for the relinquishment of them. 

Senator La Follette. I understand that, but when you have 
gotten the debtor in an attitude of mind, as shown by this record, to 
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ask for the entire canceUation of his debt, I think you have a perti- 
nent inquiry as to how he will press matters for the largest measure 
of concession 'that can be obtained from this Government, and I 
thiiik it is entirely pertinent to this inquiry. 

The Chairman. Mr. Wadsworth, How did the British oflicials^ 
happen to write to Mr. Leflftngwell on this matter of cancellation ? 

Mr. Wadsworth. Mr. LeflBngwell was then an Assistant Secretary 
of the Treasury. This letter from Mr. Lindsay — I do not know who 
he is — ^incloses a copy of a cablegram. 

Senator La Follette. Let me ask you if that cablegram was sent 
to the Secretary of State by the British chancellor ? 

Mr. Wadsworth. May 1 say, Mr. Chairman, that this cable was- 
sent to an Enghshman named Lindsay, who was here in this country, 
by the chanceflor of the exchequer, wno in turn informally submitted 
it to Mr. Leffingwell, with whom he had been talking about this matter.. 

The Chairman. How did he come to select Mr. LefBngwell instead 
of going to the fountain-head ? 

Mr. Wadsworth. They had been discussing the matter here- 
informally. 

Senator Reed. You were going to read another document. 

Mr. Wadsworth. In a' letter from the Prime Minister of England, 
dated August 5, 1920, to the President the following appears: 

Accordingly the British Government has informed the French Government that it 
will agree to any equitable arrangement for the reduction or cancellation of inter- 
allied indebtedness, but that such an arrangement must be one which applies all 
around. 

Senator Reed. You say that states ^'accordingly.'' There is- 
something that precedes that. 

Senator La Follette. Suppose you read the entire letter. Then 
we will get the context. 

Mr. Wadsworth (reading]: 

I come now to the other question I wish to write to you about, and that is the knotty 
problem of interallied indebtedness. Indeed, I promised Mr. Rathbone long ago- 
that I would write to you about it, but I have had to put it off for one reason and' 
another till now. 

Senator Reed. Who was Mr. Rathbone ? 

Mr. Wadsworth. Mr. Rathbone was an Assistant Secretary of . 
the Treasury who was abroad in the winter of 1919-20 negotiating^ 
this matter. [Reading:] 

The British and French Governments have been discussing, during the last four 
months, the question of giving fixity and definiteness to Germany's reparation obliga- 
tions. The British Government has stood steadily by the view that it was vital that 
Germany's liabilities should be fixed at a figure which it was within the reasonable 
capacity of Germany to pay, and that this figure should be fixed without delay because 
the reconstruction of Central Europe could not begin nor could the Allies themselves 
raise money on the strength of Germany's obligation to pay them reparation until hoj- 
liabilities had been exactly defined. After great difficulties with his own people 
M. Millerand found himself able to accept this view, but he pointed out that it was^ 
impossible for France to agree to accept anything less than it was entitled to under the 
treaty, unless its debts to its Allies and associates in the war were treated in the same 
way. 

This declaration appeared to the British Government eminently fair. But after 
careful consideration they came to the conclusion that it was impossible to remit, 
any part of what was owed to them by France except as part and parcel of all around 
settlement of inter-allied indebtedness. I need not go into the reasons which led 
to this conclusion which must be clear to you; but the principal reason was that 
British public opinion would never support a one-sided arrangement at its sole ex- 
pense, and that if such a one-sided arrangement were made it could not fail to estrange 
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:and eventually embitter the relations between the American and British people, 
with calamitous results to the future of the world. You will remember that Great 
Britain borrowed from the United States about half as much as its total loans to the 
Allies, and that after America's entry into the war, it lent to the Allies almost exactly 
"the same amount as it borrowed from the United States of America. Accordingly 
the British Government has informed the French Government that it will agree to 
any equitable arrangement for the reduction or cancellation of inter-allied indebted- 
ness, but that such an arrangement must be one which applies all around . 

As you know, the representatives of the Allies and of Germany are meeting at 
Geneva in a week or two to commence discussion on the subject of reparation. I 
recognize that in the midst of a Presidential election and with Congress not in session, 
it is impossible for the United States to deal with this question in a practical manner, 
but the question is one of such importance to the future of Europe and indeed to the 
relations between the allied and associated powers, that I should very much welcome 
any advice which you might feel yourself able to give me as to the best method of 
securing that the whole problem could be considered and settled by the United States 
•Government in concert with its associates at the earliest possible moment that the 
political situation in America makes it possible. 

There is one other point which I should like to add. When the British Govern- 
ment decided that it could not deal with the question of the debts owed to it by its 
Allies except as part and parcel of an all-around arrangement of interallied debts, 
the Chancellor of the Exchequer told Mr. Rathbone that he could not proceed any 
further with the negotiations which they had been conducting together with regard 
to the postponement of the payment of interest on the funding of Great Britain's 
•debts to America. I should like to make it plain that this is due to no reluctance on 
the part of Great Britain to fund its debt, but solely to the fact that it can not bind 
itself by any arrangement which would prejudice the working of any interallied 
arrangement which may be reached in the future. If some method can be found for 
funding the British debt which does not prejudice the larger question, the British 
<jovemment would be glad to fall in with it. 

Senator Reed. Mr. Chairman, it is now near.y 12 o'clock, and the 
question' has been raised of this correspondence. If the committee 
sees fit to pass a resolution requesting the Judiciary Committee to 
furnish it with these confidential pamphlets, I shall be glad to take 
it to the Judiciary Committee, of which I am a member, and try and 
secure the pamphlets for the use of the Finance Committee. 

The Chairman. I understand that without objection the committee 
lias so ordered. The chairman has been authorized to write a letter, 
and I will ask Senator Reed to take it up himesK. 

Sanator La FoUette, have you any further questions ? 

Senator La Follette. It is now within five minutes of the time 
of the meeting of the Senate. 

The Chairman. Do you wish to be on the floor at the time the 
Senate meets ? 

Senator La Follette. I would like to be on the floor at that time. 

Senator Gerry. I would like to ask the Chair if the request for the 
chairman to ask for information from the Judiciary Committee 
oovers not onlv the confidential print of this pamphlet, but also the 
data contained in the packing boxes ? 

The Chairman. My understanding is that it covers everything 
that is in the possession of the Judiciary Committee relating to this 
subject, and Senator Reed, who is a member of this committee and 
also a member of the Judiciary Committee, has promised the chair- 
man to do all he can to secure everything for this committee. 

Senator Reed. And if the chairman will give me a letter to the 
Judiciary Committee, I shall present it in person and try to get the 
data required, and I think I shall be able to get it without difficulty. 

(Thereupon, at 12 o^clock noon, the committee adjourned to meet 
on Friday, July 15, 1921, at 10 o'clock a. m.) 

X 
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FRIDAY, JULY 15, 192X. 

United States Senate, 

CoMMrfTEE ON FiNANCE, 

Washington^ t). C, 

Tlie committee met, pursuant to adjournment, at 10.30 o'clock 
a. m , in room 312, Senate Office Building, Senator Boies Penrose 
presiding. 

Present: Senators Penrose (chairman), McCumber, Smoot, La 
FoUette, Dillingham, Watson, Sutherland, Simmons, Reed, and 
Williame. 

Present also Hon. Andrew W. Mellon, Secretary of the Treasury; 
Hon. Elliot Wadsworth, Assistant Secretary of the Treasury; 
and John B. Walker, Esq., chief of the legislative drafting service 
of the Senate. 

The Chairman. The committee will come to order, the hour of 
10.30 having arrived. The Secretary of the Treasury is present and 
also the Assistant Secretary, at the special request of Senator La 
FoUette, to respond to certain inquiries which are to be submitted to 
them. 

Mr. Secretary, pending the arrival of Senator La FoUette, have 
you anything particular to add to your statement of yesterday ? 

Secretary Mellon. I do not know of anything. Were there any 
other requests that Senator La FoUette left ? 

Mr. Wadsworth. He did not read his request. 

Secretary Mellon. Was there any further information that he 
^wanted? 

Mr. Wadsworth. There was an inquiry -on the reported loan by 
England to the Argentine. He had not reached that matter yester* 

day. ..-...* ^. ••..., : 

. Secretary Mellon. I believe Senator Keed asked about that at the 
last session. 

Mr. Wadsworth. Senator La Follette wrote a letter in which he 
^aid that he was going to ask (questions about that. 

The Chairman. The committee is informed that this being Cabi- 
net day the Secretary can npt remain here any great length of time. 
Senator Simmons, aid you have any further inquiries you desired 
to submit to the Secretary of the Treasury concerning this proposed 
Ml? 

Senator Simmons. Mr, Secretary, I just wanted to ask you if there 
Jiasi been any suggestion made on the part of our foreign debtors 
that they be allowed to discharge their indebtedness by turning over 
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to US the bonds of Germany that may be taken for reparation pur- 
poses? 

Secretary Mellon. No; there have been no such requests by any 
country. 

Senator Simmons. Has there been, within your knowledge, any 
discussion of that subject between officials of this Government and 
officials of the foreign Governments? 

Secretary Mellon. No ; not so far as I know. 

The Chairman. That is, during your term of office ? 

Secretary Mellon. During my term of office. 

The Chairman. You can not answer as to what occurred prior 
to that ? 

Secretary Mellon. No ; certainly not. 

Senator Simmons. I. was only asking with reference to his term 
of office. 

Senator La Follette. If the information is in the files and he has 
seen it, he can answer the question. 

The Chairman. We have all heard of well-defined rumors of such 
action being contemplated years ago. 

Senator Simmons. No ; we have not heard of such action being con- 
templated. We have heard that some suggestions were made by 
foreign Governments. There is absolutely nothing, Mr. Chairman, 
in any of the correspondence that has been read or any of the evi- 
dence that I have heard that this Government at any time through 
any administration had contemplated any such arrangement. 

Secretary Mellon. No; there has been no such suggestion, and 
there has been nothing contemplated in that direction. 

Senator Smoot. Mr. Secretary, a statement was made on the floor 
of the Senate yesterday that some of the foreign Governments were 
ready and have offered to pay their interest, but the Treasury of 
the United States would not take it. Do you know of any such 
Government ? 

Secretary Mellon. No. 

Senator Smoot. You would be perfectly willing to take anything 
that they were willing to pay ? 

Secretary Mellon. Yes. 

Senator Simmons. Mr. Secretary, I want to ask you one or two 
other questions and then I shall not trouble you any further. There 
has been, as Senator Smoot has just suggested, a good deal of dis- 
cussion with reference to the interest upon our foreign debt — that is, 
in the first place, whether it was proposed to defer payment of in- 
terest already accrued ; and, in the second place, if it is contemplated 
in any arrangement for extension that there shall be also an extension 
of current interest. In other words, a distinction has been made in 
the discussion with reference to accrued interest and current interest,^ 
or interest accruing after the adjustment is made. I wish you would 
explain whether in your thought with reference to this matter there 
ife any purpose to extend time for payment of an interest that may 
accrue after this adjustment is made. 

Secretary Mellon. The accrued interest, as stated by the former 
Secretary of the Treasury, had been considered in the negotiations, 
and there was an understanding with these foreign Governments 
that that interest would be deferred. That is fully set forth in Mr. 
Houston's report. For current interest, or interest arising since 
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then, there has been no request, nor any consideration given to any 
question of further deferring the payment of these debts. But it is 
likely that with some of these Governments there will be a necessity 
to defer interest payments. There will be cases where it will be ut- 
terly impossible for the particular Government to meet the current 
rates, and in those cases it will be necessary to work out the best 
arrangement for the future payment of interest that can be made 
under these circumstances. 

Senator Simmons. Then, you think there might be some case in 
which it would be necessary to defer the payment of future interest ? 

Secretary MEiiiON. I believe so. 

Senator Simmons. There was a communication from London — I 
do not now recall just how that communication was received 

Senator Smoot. It was a newspaper report. 

Senator Simmons. Yes ; a newspaper report, indicating that there 
was a rumor afloat in that city that negotiations were going on look- 
ing to the postponement of interest for 15 years. 

Secretary Mellon. That is not official in any way. 

Senator Simmons. Has it come otherwise? 

Secretary Mellon. No; I have no knowledge of it. 

Senator Simmons. Have you in mind deferring the payment of 
current interest on the indebtedness of Great Britain and France? 
Do you think there would be any necessity of deferring that in- 
terest, and are you considering that in connection with any refund- 
ing scheme? 

Secretary Mellon. It has not been given consideration, because 
the question has not come up at all. 

Senator Simmons. But, Mr. Secretary, you are asking us to give 
you very broad powers, and there are some Senators wno feel that 
they should know, to some extent, what is in your mind with refer- 
ence to fundamental questions of that character. 

Secretary Mellon. It is pretty hard to answer without knowing 
the conditions or the reasons that might be presented.* There might 
be some substantial reason why certain interest should be further 
deferred. I do not know. 

Senator Simmons. Yes ; you said a little while ago that might be 
with reference to some of these Governments, but I am asking now 
with reference to Great Britain. I named that country first, and, 
then, after you have answered that, I intended to ask you with 
reference to France. 

Secretary Mellon. Of course, the rate of exchange has a great 
deal to do with that question, and the problem changes with the 
dollar at a very high premium. There might be a reason why con- 
sideration should be given to further extension of that interest, and 
it might be that the interest of this Government, as well as to the 
country, would require a further extension. 

Senatoi: Simmons. So you think it is probable at least that it 
would be wise from the standpoint of public policy? 

Secretary Mellon. I would not say probable. You asked me 
whether the situation might arise where there should be consider- 
ation given to a request to further defer interest. If the rate of 
exchange should be at an extreme point where it would be a penalty 
to that Government to make immediate payment, it would be against 
the interest of this Government to insist on it, because if the pay- 
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ment should be enforced it would still aggravate the exchange mta- 
ation^ and the exchange situation, where the dollar is at a high 
premium or where the pound sterling, say, of Great Britain, is. 
depreciated, makes it that much more difficult for trade with this 
country. In other words, it is that much of an embargo against 
the exporting of commodities from this country. So it might 
be to the interest of this Government to defer the payment of in- 
terest in order not to aggravate that situation. 

Senator Simmons. Then, Mr. Secretary, you are, in connection 
with this refunding proposition, considering the question of whether 
we should not defer the payment of future interests? 

Secretary Mellon. Well, there has not been anything as yet to 
consider. The question has not arisen and it may not arise. It de- 
pends on the conditions. These settlements will take a little time and 
the rate of exchange is . fluctuating. I understood some little time 
ago — 1 have heard nothing since on the situation — that the British 
Government was preparing to pay their interest. I have heard 
nothing to the contrary and there has been no request or intimation 
that any request would come, and there may not be any. I only 
spoke of that situation as something that might arise. 

Senator Simmons. Taking the conditions that exist now, if you 
were making the settlement to-day would you think it wise to defer 
the interest upon the obligations due us by the British Government? 

Secretary Mellon. I do not think it would be wise to defer the 
interest if they were in a position to make the payment. 

Senator Simmons. If they were to ask for a deferment, would you, 
under the present conditions and in your present frame of mind feel 
like granting it ? 

Secretary Mellon. It is difficult to answer that question. I doubt 
whether there would be occasion at the present rate of exchange with 
Great Britain, under the present situation, to defer the interest. 

Senator Simmons. I did not catch your answer. 

Secretary Mellon. I say I do not think there would be occasion 
in the present situation to defer that interest. 

Senator Simmons. Mr. Secretary, suppose Great Britain came and 
urged upon you the postponement of this payment of interest, under 
the present conditions would you grant it? 

Secretary Mellon. It would depend on the reasons and the ex- 
igency that occasioned the request. 

Senator Smoot. You are speaking now of accrued interest? 

Secretary MelloK'. Nd; current interest. - ' " 

Senator Simmons. Suppose you had this power now, that we were 
to give it to you to-day, and to-morrow you were sitting doWn with 
the officials of Great Britain making this refunding contract and 
Great Britain should ask and insist upon deferring the current in- 
terest hereafter to accrue. Would you grant that request ? 

Secretary Mellon. I doubt whether it would be granted, but I 
could not say that there might not be substantial reasons given, some 
exigency existing, or some reason that should be considered. It is 
difficult to answer. 

Senator Simmons. Taking the reasons that you know might be 
urged, and probably would be urged, what would be your feeling 
about it? 
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•Secretary Mellon. They have not asked ; I do not believe they are 
going to ask; and I do not believe that the question is going to arise, 
but there always is a possibility of the question arising, and it is 
difficult to decide questions in advance without knowing the cir- 
cumstances. 

Senator Watson. But from anything you now know there is no 
reason why the payment should be deferred, is there, Mr. Secretary ? 

Secretary Mellon. None. 

Senator Smoot. Let me read a dispatch from London that was put 
into the record yesterday, and then ask you a question or two about 
it. The dispatch from London is as follows : 

There was a further improvement yesterday in the currencies of the principal, 
allied countries. The American rate for the pound sterling rose If cents. 
Although there was an absence of German buying of dollars, on account of 
reparation yesterday, the improvement in sterling was not due to it; it was 
attributed, in part, to the announcement cabled from New York that an agree- 
ment had been reached for postponing for 15 years payment of interest on the 
allied debts to the United States Government. 

Secretary Mellon. That is totally unfounded, so far as any knowl- 
edge of the Treasury Department or myself is concerned. 

Senator Smoot. Could you imagine a case where you would 
promise England that you would defer payment for 15 years? 

Secretary Mellon. No. 

The Chairman. Is the matter worthy of attention on a hot day 
like this? 

Senator Smoot. Yes. 

The Chairman. It does not appear so to me. 

Senator Smoot. You will hear about it on the floor of the Senate 
and you will find out whether it is worthy of attention or not. 

Senator Simmons. There is a very decided feeling in the Senate, 
Mr. Chairman, and I have heard it expressed. 

Senator Smoot. Senator Borah says it will have to be explained 
before he will allow the bill to pass on the floor of the Senate. 

Secretary Mellon. We can not be responsible for unfounded state- 
ments. 

Senator Williams. Who was the author of that information? 

Senator Smoot. This is a cable, as it says here, from London. 

Senator Williams. It does not say to whom or from whom; just a 
cable? 

Senator Smoot. I think Senator Borah said it was an Associated 
Press dispatch. I think he said that when he first called attention 
to it. 

Senator Watson. I think that the Secretary ought to categorically 
answer the questions now. 

Senator Smoot. Now, let us get at this thing, because it was said 
yesterday that no Secretary would ever promise or agree to any such 
proposition. 

Secretary Mellon. There is no question about that. I mean that 
you are right in that statement. 

Senator Smoot. It is totally unfounded, so far as anything from 
the Treauary Department is concerned? 

Secretary Mellon. Absolutely so. 

Senator Smoot. Could you conceive of any condition where, if 
England came here and asked in the refunding debt, that the in- 
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terest be extended for 15 years, that any Secretary would think 
favorably of such a thing ? 

Secretary Meixon. I think it is not conceivable. 

Senator Simmons. Mr. Secretary, I had been asking you, when I 
was interrupted, only about the British obligations, and you have 
answered as to them. Now, will you tell me your feeling about the 
French and the Italian obligations ? 

Secretary Mellon. In what way ? 

Senator Simmons. I desired to present the same questions to you 
with reference to those that I did with reference to the obligations 
of Great Britain. If they should come and ask you, in this settle- 
ment, to allow a postponement of current interest for some time in 
the future; knowing what you do about their situation, would you 
grant such a request if you were called upon to act ? 

Secretary Mellon. It would have to have some substantial reason 
that I do not know of now. The same answer would apply to those 
countries that I gave for Great Britain. 

Senator Simmons. But if in the case of either of those countries, 
Great Britain, France, or Italy, they were to present to you reasons 
that appealed to you why the current interest should be postponed, 
you would give that serious consideration? That is what you mean 
to say? 

Secretary Mellon. Any favorable consideration that would be 
given would be wholly based on the best interests of our own Govern- 
ment. 

Senator Simmons. Oh, I understand that; but the question I 
wanted to ask is: Do you think you could and would give serious 
favorable consideration to that suggestion from either France, 
Italy, or Great Britain ? 

Secretary Mellon. I do not think so from all that I know now. 
. Senator Smoot. Mr. Secretary, do you have any idea from what 
source that information came that the London Times published? 

Secretary Mellon. I have not the remotest idea. 

Senator Smoot. Has there been any publication in the United 
States to the same effect? 

Secretary Mellon. I have not seen any. 

Mr. Wadsworth. May I say, Mr. Chairman, that such a statement 
did appear in the Journal of Commerce of New York on the front 
page, that an agreement to postpone interest for 15 years had been 
arrived at and that the papers were on their way to England to be 
<;onsidered there. 

The Chairman. What was the date of that issue ? 

Mr. Wadsworth. I have not the exact date. I have the clipping 
in my office. 

The Chairman. Will you kindly send it to the committee? 

Mr. Wadsworth. I shall do so. 

Senator La Follette. Do you remember whether the statement 
said that the agreement had been reached with the Treasury officials? 

Mr. Wadsworth. Yes; it stated that a tentative agreement with 
the Treasury officials had been reached. 

Senator La Follette. Or was it a tentative inquiry and a passing 
of 'messages between the Morgan interests and Great Britain to as- 
certain whether or not such an arrangement would be acceptable? 






REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 61 

Mr. Wadsworth. It was a very definite statement that there had 
Ijbeen a tentative agreement reached here with the officials. 

Senator Smoot. What have you done about it, Mr. Wadsworth? 

Mr. Wadsworth. I telegraphed at once to the paper, asking by~ 
what authority they had published it. They telegraphed to their 
representative here, whose name I have forgotten, and he telegraphed 
back to them that he had gotten his information from Congressman. 
Tinkham as the result of a conversation with me. 

Senator La Follette. A conversation that Congressman Tinkham 
had had with you ? 

Mr. Wadsworth. Yes; about six weeks before. They sent the mair 
to see me and that was all that he could say, that he had pieced two 
and three together and made five, and that Congressman Tinkham 
had told him that the interest was to be deferred for 15 years and 
so he had printed that article. 

Senator Watson. Of course, you never had any conversation with: 
Congressman Tinkham of that kind? 

Mr. Wadsworth. I had a discussion with Congressman Tinkham 
about this whole situation, but there was nothing said in our dis- 
cussion about an extension of 15 years. 

Senator Smoot. Have you denied the article to the Journal of 
Commerce ? 

Mr. Wadsworth. No. So many articles were coming out at that 
time with respect to all kinds of plans for exchange in bonds, etc., 
that we adopted the policy of saying constantly that the Treasury 
has no plan at the present time. We could not go on denying every 
scheme that was suggested. 

Senator Smoot. But there was nothing in your mind and there 
was no word spoken by you that would lead anyone to believe that, 
that was the program on the part of the Treasury Department ? 

Mr. Wadswxrth. Not the slightest. 

Senator Watson. Mr. Secretary, you stated, a while ago, that, so* 
far as you knew, there was no proposition at this time to defer 
interest. 

Secretary Mellon. None whatever. 

Senator W atson. Do you know of any proposition coming to any 
department of the Government or made by any department of the 
Government to anybody representing in an official capacity any of 
these foreign Governments? 

Secretary Mellon. None whatevei^, and this conversation with: 
the Congressman is all news to me now. I did not know of it. 

Senator Simmons. Mr. Secretary, I want to ask you another 
question. 

The, Chairman. The Chair is informed that Senator La Follette^ 
wants to make a brief statement to the committee before leaving. 

Senator La Foij^tte. I simply desire to be on the floor at 11 
o'clock this morning. As the Senate is now in session, I shall have 
to withdraw. If the committee is going to proceed, I would like to 
know what time the committee will meet again to take up this 
suWect? 

The Chairman. Would you desire to have the Secretary of the 
Treasury present again, Senator La Follette, or would his assist.- 
ants do ? 
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Senator La Folubttb. If I can get the information I desire from;] 
the assistants, I would like to save the Secretary the trouble oi(^. 
coming here. 

Secretary Meixon. It is perfectly agreeable to me to come again. 

The Chairman. It is not a question of trouble; but he is a very/ 
busy man. ;. 

Senator La Foluhtte. We might have a session at which the as- ^1 
sistants could be present and see what the developments are, and if ! 
it is necessary to call the Secretary, we could do that. 

Secretary Mellon. May I say this : This is important, and I am ' 
ready to come at any time. 

The Chairman. If the knowledge is in the particular jurisdiction 
of your assistants, Mr. Secretary, there would be no need of your 
being here until the assistants are exhausted. 

Senator La Follette. Yes ; that occurre4 to me. 

Senator Simmons. I think the Secretary had better come back an- 
other day. 

Senator Watson. Why could not he come on Monday ? 

The Chairman. He is entirely willing to do so. 

Senator Smoot. Why not have him come to-morrow and spend the 
entire day in cleaning this thing up? 

Secretary Mellon. I had made an engagement away from Wash- 
ington for to-morrow. 

The Chairman. Will you be here Monday? 

Secretary Mellon. It will be perfectly satisfactory for me to be 
here Monday. 

The Chairman. Then, when we adjourn we will take an adjourn- 
ment to meet at 10.30 on Monday for the purpose of having the Sec- 
retary before us. 

Senator Dillingham. Mr. Chairman, the Secretary was in the 
midst of a statement called out by the remark of the Assistant Secre- 
tary when he was interrupted. I hope he will be able to complete it. 

Secretary Mellon. No. I said that this matter of the conversation 
between the Congressman and the Assistant Secretary was some- 
thing that I had just now learned of. 

Mr. Wadsworth. I did not trouble you about it, Mr. Secretary, 
because there were so many newspaper articles and newspaper in- 
terviews, etc. ; I just straightened it out as we went along. 

Senator Watson. Mr. Secretary, if this power asked for in this 
bill is granted to you, you expect at once to proceed, as far as possible, 
without international complications, to collect the interest accrued 
and accruing and to refund the debts and see that our money is paid ? 

Secretary Mellon. That is my understanding of my duty in the 
matter. 

Senator Simmons. Mr. Secretary, I want to ask you one more 
question. I think it is perfectly natural that we should all want to 
know, as far as we can, what will likely result in the matter of these 
settlements in case you are given this authority ; and, therefore, it is 
important for us to know, I think, not only what is in your mind, 
but what is in the minds of other great interests in this country that 
•are naturally interested in this settlement. I want to ask you, not 
with any view of prying into things that I ought not to know or 
from curiosity, T3ut with a view to ascertaining what are the in- 
fluences that jnay likely be expected to be exerted for the purpose of 
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securing a postponement, not only of a payment of the principal, 
but of the current interest. Is there any movement, so far as has 
l)een brought to your oflScial or personal knowledge, among the 
leading financiers or bankers of the country to exert an influence, so 
far as they can, to secure an arrangement by which this interest pay- 
ment will be postponed? 

Secretary Mellon. I know of no such movement, and there has 
been no intimation to me from any financial interest in that regard. 
No one has suggested it to me, and there has been no suggestion or 
intimation or thought about it in the administration. It is known 
that these debts are owing and they will be ready to meet their in- 
terest; or if they are not ready to meet their interest, they will have 
to give substantial argument for any postponement. There has 
been no intimation that any of these governments have an intention 
of requesting further deferment of the interest. We know that there 
are a number of the smaller governments that are not going to be in 
a position to meet their interest. We know that from our knowledge 
of their financial condition. 

Senator Simmons. Then, as I understand you, upon that question 
you have an open mind? That is, you would prefer to get the in- 
terest if you can, but if conditions develop, or are brought to your 
attention, that in your judgment make it wise, from the standpoint 
of the interest of this country as well as our allies, to postpone, you 
might bs moved to consent to that ? 

Secretary Mellon. There is that possibility. 

Senator Watson. Take, for instance, the obligations held by the 
United States Grain Corporation. Those obligations are to be col- 
lected, if at all, through the Treasury, are they not? 

Secretary Mellon. Yes. Some portion has been paid. 

Senator Watson. For instance, Armenia owes $8,931,000 which 
was due on the 30th day of June. 

Secretary Mellon. Y^es. 

Senator Watson. There is no way you can collect that now, is 
there ? 

Secretary Mellon. I do not know of any way. 

Senator Watson. That is to say, you are bound to deal with it as 
the circumstances compel you to deal with it ? 

Secretary Mellon. Yes. 

Mr. Wadsworth. I think there is no government of Armenia at 
the present time with a mail address. 

Senator Watson. Precisely; but the question is under discussion 
as to whether or not we shall collect the interest. 

The Chairman. When was this money advanced to Armenia? 

Secretary Mellon. That was the food relief proposition. 

The Chairman. But what was the date of it? Was it a year ago? 

Senator Smoot. It was in 1918, 1 think. 

Senator Reed. Have we something purporting to be an obligation 
from the Armenian Government for $8,000,000? 

Mr. Wadsworth. Yes ; we have. . 

Senator Reed. Was there some kind of a government then in 
existence in Armenia to make that obligation ? 

Mr. Wadsworth. I think, so. 

Senator Reed. What has become of that Government? You say 
Ihere is none now having a mail address. 
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Mr. Wadsworth. There is a good deal of unsettlement in Asia 
Minor at the present time and the bolsheviks and the Turkish na- 
tionalists and other are fighting over that area. It is very difficult 
to communicate with them. 

Senator Reed. Are Russia and Turkey fighting in Armenia now? 
You say " bolsheviks." I suppose you mean Russia? 

Mr. Wadsworth. Yes. 

The Chairman. Ought we not to have the Secretary of State 
present before the committee to illuminate some of these subjects? 

Senator Watson. Here is Poland, Mr. Secretary. Poland in- 
curred obligations to us through the United States GraiL Corpora- 
tion, beginning December 1, 1919, running up until July 13, 1920^ 
of some $24,000,000, carrying 5 per cent interest. That was due on 
the 30th of June, 1921 ? 

Secretary Mellon. Yes, 

Senator Watson. Has any kind of a proposition been advanced for 
the collection of that money? 

Secretary Mellon. None. 

Senator Smoot. Well, they could not pay it ? 

Seci-etary Mellon. No. I believe, Mr. Wadsworth, that those* 
United States Grain Corporation claims are being looked after now 
by the Department of Commerce. 

Mr. Wadsworth. No ; they are still held by the Grain Corporation. 

Senator Reed. I would like to inquire, Mr. Chairman, if we are 
going on ? The second bell has already rung. 

The Chairman. That is for the pleasure of the committee. If 
we are going to make quorums in the Senate we will never get 
through with the consideration of these overwhelmingly important 
measures. 

Senator Simmons. As the Secretary is coming back Monday, and 
we are going to vote at 3 o'clock on the question before the Senate,. 
I think most of us would like to be over there. 

The Chairman. Of course, we have the Sweet bill yet before u& 
for consideration. 

Senator Smoot. I want to-morrow morning, then, on the Sweet 
bill. 

Senator Watson. I move that the committee adjourn until to- 
morrow morning at 10.30. 

The Chairman. It is entirely for the committee to determine. 

Senator Smoot. I move that the committee adjourn until to- 
morrow at 10.30. 

The Chairman. The motion is carried. 

(Thereupon, at 11.30 o'clo k a. m , the committee adjourned to 
meet at 10.30 o'clock a. m., Saturday, July 16, 1921.) 
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HONDAT, JUIiT 18, lOdl. 

United States Senate, 
\ Committee on Finance, 

WashingtoTif D. C, 

The committee met, pursuant to call, at 10.30 o'clock a. m., in 
room 312, Senate Office Building, Senator Boies Penrose presiding. 

Present: Senators Penrose, McC&mber, LaFoUette, Curtis, Simmons,. 
Williams, Reed, and Walsh. 

Alsopresent: Hon. Andrew W. Mellon, Secretary of the Treasury; 
Hon. Elliott Wadsworth, Assistant Secretary of the Treasury; andl 
John E. Walker, Esq., chief of the legislative drafting service of the- 
Senate. 

The Chairman. Senator La Follette, have you any further inter- 
rogatories to address to the Secretary of the Treasury ? 

Senator La Follette. Yes;. I wanted to ask the Secretary some 
questions, or some of his assistants. I would like to inquire of the; 
Secretary or Mr. Lattay whether there has been prepared a record oir 
brief of the matters of negotiation that have been under way in thee 
Office of the Secretary of the Treasury with regard to these foreign 
loans? 

Assistant Secretary Wadsworth. Mr. Chairman, there is no Mr::- 
Lattay who has been connected with this matter. 

Senator La Follette. What is this young man's name [indicating] ¥. 

Assistant Secretary Wadsworth. His name is Heifelfingcr. He isi 
em^Joyed as file clerk and has charge of the files. Your letter spoka 
of a Mr. Lattay. 

Senator La Follette. Yes, sir; and I am informed there is a Mr.. 
Lattay. I may not pronounce his name just as you would pronoimce: 
it, but it is spelled Lattay. Is there not such a man here ? 

Assistant Secretary Wadsworth. There is a Mr. Kelley, who was. 
here before, and there is a Mr. Latting, but Mr. La<tt^g has not been 
associated with this particular matter, certainly noi.since I came into* 
office. 

Senator La Follette. Well, I will ask you, Mr. Wadsworth, is. 
there not some memoranda that will give us, without having to draw 
them out one by one, a comprehensive record of all the negotiations- 
that have taken place between these foreign debtors and the Treasury 
Department witn respect to what they want done with the loans I 
That must have been briefed either for the consideration of th& 
Secretary, for you, or for some one else. 

Assistant Secretary Wadsworth. I think not. When I came in I 
went through all of these files of the correspondence and cables which 
are now either in the hands of this committee or the hands of the | 

Judiciary Committee, and in order to familiarize myself with it 1 1 

went over all that in detail. ' 
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Senator La Follette^ Well, did you not have it briefed in some 
orderly way ? 

Assistant Secretary Wadsworth. Nothing that is not in this set 
of correspondence. 

Senator La Follette. What do you refer to as ^'in this set of 
correspondence ?" 

Assistant Secretary Wadsworth. These cases of the papers that 
were sent up here in response to the request of the Judiciary Com- 
mittee. 

The Chairman. Was not that all eone over at the last meeting, 
when Senator Reed explained that these papers were all sent from 
the State Department to the Judiciary Committee ? 

Senator La Follette. I did not go over it. 

The Chairman. Senator Reed presented a printed document show- 
ing a r6sum6 of all this correspondence. 

Senator La Follette. Senator Reed also stated that at the call of 
the Judiciary Committee for all the papers in the case that copies 
were sent down en masse, in a perfect jumble, three chests full. 

I know perfectly well that the Secretary of the Treasury does not 
nm the business of the Treasury that way, but that when he wants 
to know what the record is in a particular case it comes to his desk 
briefed up in some orderly way, and I do not want to have to pursue 
a policy here of corkscrewing one by one the papers and records and 
correspondence out of witnesses that appear before this committee. I 
think this committee is entitled to know just exactly what the attitude 
of the representatives of the foreign governments wno have negotiated 
with regard to these loans has been and what it is. Nobody knows 
whether Mr. Mellon, if we pass legislation, will conclude this arrange- 
ment or not. Nobody knows how long it will string out, and the one 
material thing that we do know is that we have got to deal with the 
foreign governments. They will not change. And if. we can get 
some clear, definite notion of what their attitude is with respect to 
these loans I think it will help us materially; it will help me anyhow 
to make up my mind with respect to this legislation. 

The Chairman. I want to help you every way I can. Senator 
La Follette, to that end. 

Senator La Follette. I am sure you do. 

The Chairman. And I only want to state for your information 
and that of the committee that I have had some personal communi- 
cations since our last meeting on the subject; that my understand- 
ing has been that all the archives and correspondence available were 
in the possession of our State Department, the reauests of the Ju- 
diciary Committee were sent to that committee ana are now in the 
Capitol, contained in some half dozen chests, being papers relating 
to this matter; and Senator Reed stated before this committee, oi 
which he is a member, that these papers had been brought and ex- 
tracts made from them and printed for the confidential use of the 
Judiciary Committee. 

Senator Willia^ms. There were 96 copies printed ? 

The Chairman. Yes. Thereupon I communicated with Setiator 
Nelson, the chairman of the Judiciary Committee, under the authority 
granted to me by this committee, and Senator Reed indicated, some 
of you may recall, that he, being a member of both committees, • 
would endeavor to expedite having the papers sent over here. I 
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received a letter from Senator Nelson, the chairman of the Judiciary 
Committee, to the effect that he did not feel authorized to send the 
papers to this committee, unless directed by the State Department, 
and neither did' he feel authorized to send the confidential docu- 
ments referred to by Senator Reed, which were printed in confi- 
dence, unless authorized by the State Department or the Senate. 

I only make that statement so you will know how the matter 
stands. 

Senator La Follette. I had understood, Mr. Chairman, that all 
of this which you have now stated had transpired. I was at the 
^meeting of the committee here last Saturday all day. 

The Chairman. I did not know whether you knew about Senator 
Nelson having written the letter. 

Senator IuA Follette. Yes; I knew. 

The Chairman. What is it you want now ? 

Senator La Follette. I do not want, if I can avoid it, to have 
to make my way through these three or four chests of paper, if this 
committee gets the custody of them, nor through the several hun- 
dred pages of printed matter, which is merely a brief made by 
Senator Keed's secretary. But I am confident that in the orderly 
transaction of the business of the Treasury, the head of that depart- 
ment has had this matter put into some digest covering all the 
correspondence. 

The Chairman. That is what we want to find out. 

Senator La Follette. That is what I would like to learn. 

Senator Walsh. 'Mr. Chairman, may I ask if confidential informa- 
tion received by any one committee is available for use of all Mem- 
bers of the Senate ? 

The Chairman. My understanding is that any individual Senator 
may have a right to the confidential information in the hands of 
any committee. 

Senator Walsh. That is what I thought. 

The Chairman. But whether the chairman of the dommittee 
would feel f ullv authorized to transfer all of the documents to another 
committee I ao not know. It is purely a very technical difference. 

Senator Walsh. I wanted to know the practice, Mr. Chairman. 

Senator McCumber. I think that there might be a little question 
about that. The State Department may send something up to. the 
Foreign Relations Committee in confidence for that committee, or 
to the Judiciary Committee in confidence for that committee, and 
I do not think that that committee would be authorized then to 
turn over any part of it to any one Senator. 

The Chairman. We need not argue that. 

Senator Williams. Not without the consent of the State De- 
partment. 

Senator McCumber. It becomes important, then, whether we 
could use this report that had been made oy the Judiciary Committee. 
It might contain all we want if we could get it. 

Senator La Follette. It will take a long time, Mr. Chairman, 
to pass any legislation on this subject untu this committee is in 
possession of all the facts with respect to it. I can assure you that. 

Secretary Mellon. There is one thing to keep in view, and that 
is that all these papers are separate and not connected together, 
that is, all of the negotiations are with the particular governments 
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owing the money; thei^ is not one comprehensive record, nor any 
record or brief applying to this particular government and to that 
particular government done. 

Senator La Foi.L«TrE. There may be, as you say, Mr. Mellon, that 
would be quite as useful to this committee if the committee could 
have the sepai*ate briefs that have been made with regard to all the 
transactions as to CHch Government. 

vSenator WALiSH. What is the object of secret negotiations between 
the Governments about a public debt? Why should there be any- 
thing secret about it? 

Senator I^a Follette. I do not think there is anything secret about 
it. This is not the money of these ofEcials; this is not the mopey of 
the head of the State Department: it i§ the money of the people of 
this country, and they have a right to know what is proposed to be 
done with it. They Kave got to pay on taxation here. We have had 
the argument made that the soldiers of this country have got to wait 
until this matter has all been worked out with the foreign Govern- 
ments. T, for one, want to know just what is afoot about it. 

Secretaiy Mellon. You will have to wait a good while, then. If 
the negotiations have to be subject in each case to review before con- 
clusion can be reached, it is gomg to take a very long time. 

Senator La Follette. It may take a considerable time, Mr. Secre- 
tary, but it involves a considerable amount of monev- 

Secretary Mellon. Yes; but the method of funding the loans is 
just as simple in a large amount of money as it is. in a small amount. 

Senator La Follette. Exactly; but tfee consequences are not. 

Secretary Mei.ix)N. The principles involved are the same. 

Senator La Follette. Not quite the same. 

Secretary Mellon. And the procedure is simple, and it is only 
putting the debt into shape to make it available. 

Senator La Follette. There may be a difference of opinion and 
differences of judgment about this matter. 

Senator McCumber. I would like to ask a question as bearing on 
this question. 

The Chairman. Very well. 

Senator McCumber. What objection, Mr. Chairman, would there 
be on the part of the chairman of this committee asking the State 
Department for the right to use the confidential data that was sent 
up to the Judiciary Committee, and the epitomization of the contents 
oi those papers that were prepared by the clerk of that committee in 
conjunction with the clerk of the Senator from Missouri ? 

The Chairman. Since I made a statement a few moments ago to 
the committee, Mr. Wadsworth has called my attention to the fact 
that these papers originally emanated from the Secretary of the 
Treasury, and were by him handed over to the State Department. 
Is that correct, Mr. Wadsworth ? 

Assistant Secretary Wadsworth. Yes. 

The Chairman. I wish you would state the exact status of the 
matter. 

Assistant Secretary Wadsworth. As Senator Nelson says 

The Chairman (interposing). I will ask to have Senator Nelson's 
letter inserted in the record. It is in reply to my verbal request for 
these papers. 
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(The letter of SenQ.tor Nelson referred to, and directed by the 
'ehahman to be inserted in the record, is here printed in full, as 
follows :) 

United States Senate, 
Committee on the Judioiart, 

July 26., 1921. 
Hon. Boies Penrose, 

Chairman Senate Committee on Finance, 

United States Senate, Washington, D. C. 

Dear Sir: Your favor of the 16th asking this committee to loan the Committee on 
^nance the papers sent to this committee by the Treasury Department relating to 
foreign loans and commitments, is at hand. In reply to the same, I beg leave to give 
you the following information: That in obedience to a resolution of this committee, 
adopted March 1, 1921, some six boxes or chests of copies of documents nelating to 
foreign loans and commitments were sent to this committee by the Treasury Depart- 
ment. These boxes are now in the hands of the Sergeant at Arms, for which I hold 
his receipt. 

After these boxes of documents were received by the committee. Senator Reed had 
his secretary or clerk, Don M. Hunt, examine the papers and select such of them as 
were deemed important and material; and this selection, made by Mr. Hunt, was 
afterwards, pursuant to the direction of this committee, printed as a confidential 
document for the use of the committee, entitled 'Tonfidential Print, Foreign Loans 
and Authority for Making the Same"; this print contains 388 pages. 

Thereafter, on the 27th of June, this committee adopted the following resolution : 

' ' It was moved by Senator Reed that a subcommittee of three be appointed to examine 
the document known as Confidential Print of Foreign Loans and Authority for Making 
Same and to report at the next meeting of the committee whether all or any part of 
said document should be made public, and further that a copy of said document be 
immediately sent to the Secretary of State with the request that he report to the 
committee prior to its naxt meeting whether there is objection on the part of the State 
Department to the publication of all or any part of the correspondence contained in 
said document. " 

In pursuance of this resolution, a copy of the same was sent to the Secretary of State, 
with the request that he report thereon prior to July 4, 1921. In response to this 
resolution, I received from th« Secfetary of Stivte a letter of which the inclosed is a 
copy. . From this you will see that the Secretary of State objects to making public 
any of this correspondence. I presume that this confidential print of the committee, 
to which I have referred, would probably furnish you with all material information 
in the premises, without overhauling the documents contained in the six boxes referred 
to. ' 

Would suggest to yom committee that you communicate with the Secretary of 
State and ascertain whether he has any objection to furnishing your committee with 
copies of this confidential print referred to above. The six chests of copies of docu- 
ments referred to above, I presume you can obtain from the Sergeant at Arms; but I 
think that this confidential print, prep^ed by Mr. Hunt as above stated, would 
probably gjve you all necessary information. 

Without the permission of the Secretary of State and of this committee I would not, 
at the present status of the case, feel warranted in furnishing you with printed copies 
of the confidential print referred to above. 
Youjs, very truly, 

KvUTE NEI430N. 



Department of State, 
Washington, July 1, 1921. 

Mt Dear Senator Nelson: I beg to acknowledge receipt of your letter on June 
27, 1821, advising me o(f a resolution of the Committee on the Judiciary which requests 
the opinion of the Secretary of State in regard to the advisability of publishing all or 
certain portions of the correspondence contained in a confidential print entitled 
** Foreign Loans and Authority for Making Same.** < 

After careful oonsideration I have reached the conclusion diat a large portion of the 
mat^ial contained in the confidential print is of such a character that its general dis- 
tribution would be inadvisable. 

Much of the material consists of correspondence between various officers of this Gov- 
ernment an<) of confidential memoranda prepared. for various Cabinet officers. This 
correspondence was not drafted with a view to publication, and consequently many 
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statements were made which it would be undesirable to print in public document, ai? 
they contain comments on the affairs of foreign Governments which may be misinter- 
preted or improperly used. It would, moreover, be inconsistent with international 
practice to publish correspondence between this Government and foreign Governments 
without the authority of the Governments concerned. The nature of much of the 
material is such that it is not likely that foreign Governments would agree to its pub- 
lication. 

I therefore deem it necessary to state that the Department of State would regard the 
public distribution of Foreign Loans and Authority for Making Same as unfortunate. 

I am, my dear Senator Nelson, 
Sincerely, yours, 

Charles E. Hughes. 

Assistant Secretary Wadsworth. Senator Nelson says [reading] : 

That in obedience to a resolution of this committee, adopted March 1, 1921, some six 
boxes or chests of copies or documents relating to Foreign Loans and Commitments: 
were §ent to this committee by the Treasury Department. 

The Chairman. Then, they came from the Treasury Department? 

Assistant Secretary Wadsworth. Then the State Department wa& 
brought in, as I understand it, in connection with the suggestion of the 
Judiciary Committee that this summary of the papers might be given 
out to t&e Senate or made pubhc, as stated by Senator Reed; that is^ 
where the State Department was brought in. 

Senator Reed, mi. Chairman, I can state the matter very plainly 
and very briefly. 

I introduced a bill to repeal all acts under which these loans werer 
made and forbid the advancement of any more money. That bill 
came before the Judiciary Committee, ana the committee called Mr. 
Houston, the Secretary of the Treasury in. He did not come him- 
self; he sent one of his men, first. I have forgotten his name, but it 
was a young man. We examined him for some time, and then we 
asked him to bring the papers. He brought a few papers; and further 
examination resxnted m the Secretary himself coming over and 
saying that they were willing to produce all of the papers, but that he 
thou^t some of them were confidential, and that ne felt they would 
not want to make them public. I asked him to bring the papers, and 
eventually they were afi brought over. They ^ere then examined 
by the clerk of the committee and by my secretary, and this is a copy r 
that is, selected papers were taken out and printed in this confidential 
print [exhibiting print to the conunittee]. 

Then, about that time. Congress being in adjournment, and after 
we reconvened I reintroduced tne bill, and the matter was referred to 
a subcommittee as to whether these documents should be made public. 
The subcommittee, as a matter of fact, did not examine them thor- 
oughly, and we had some discussion about it in the conmiittee; and 
then somebody suggested that we ought to get the opinion of the 
Secretary of State as to whether any of these documents were of such 
a character that they should not be made pubhc, and after a long 
debate on that, in order to get some action, I made a motion that that 
be done, that we get his opinion, and he wrote a letter, in which he 
says many of them should not be made public. 

Senator Williams. Who wrote th^ letter ? 

Senator Reed. The Secretary of State. He said they were in 
regard to negotiations with foreign Governments, etc. 1 think his 
letter has been produced here. 

With that state of affairs, I stated the facts to the committee here, 
and the committee passed a resolution asking the Judiciary Com- 
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mittee to turn the papers over to them, and Senator Nelson has 
written this letter in response. 

We got the documents from the Secretary of the Treasury. So far 
as I am concerned, I want to say this: I have not read all of this 
correspondence, but I have glanced through the book. It is a pretty 
long job to read that book; it is very finely printed. I found nothing 
in it which it seemed to me did not belong to the people of this coun- 
try. . These laws that we passed with ^fereni^e^to^his loan were 
public laws. The action which had been taken under them was the 
action of a public official. The laws required that certain things 
should be done. The question, of course, arises whether they were 
done and how they were done, and it seems to me an utter absurdity 
to say that the oenate of the United States, at least, whether in 
executive or public session, to be determined by that body its^f , is 
not entitled to the facts regarding these loans. If we have a secret 
department of our Government that is secretly transacting business 
and expending the people's money, then we have come to a pretty pass 
in the United States. 

Senator Curtis. There might be some correspondence showing 
condition&in foreign countries that it would not be advisable to make 
public — ^not what our officers had done, but what had come from 
foreign Governments. 

Senator Williams. I take it that all the papers in the six boxes 
can not possibly relate to any question either oi cancellation or post- 
ponement of this indebtedness. I assume that a lot of it relates to 
the purchase of mules and blankets, munitions of war, and other 
things. This committee does not want to be encumbered with that 
whole business. What we want to learn is everything that has been 
said in relation to postponement, cancellation, or funmng. 

Senator Reed, in aadition to that, Senator, the purpose for which 
the loan was actually made. 

Senator Wiluams. That will be very pertinent to some other 
questions, especially questions as to whether the officials went 
beyond their duty. But it can not be pertinent to this proposed 
legislation. 

Senator Reed. Yes; I think it does in this way: Suppose that a 
country obtained a credit for a large amount of money and obtained 
it actually for war purposes ? 

Senator Williams. Munitions, mules, and. blankets, let us say. 

Senator Reed. Then, clearly, the loan would have been a legal 
loan, provided securities had been taken. 

Senator Williams. That is another question. But suppose they 
obtained it for the rehabilitation of their country subsequent to the 
war. Then the loan, at least in my judgment, would not be a proper 
loan, and the question as to how it should be dealt with now would 
be a difiPerent question than if a loan had been made for proper pur- 
poses, particularly as to the money not yet paid. 

The Chaibmax. Senator Reed and Senator Williams, the Secretary 
of the Treasury is here, and he is a very busy man, at the request of 
some members of the committee, including Senator La FoUette. Can 
you not postpone this reciprocal debate among members and let 
Senator La Follette go on with the examination of the Secretary ? 

Senator RsEd. I am only answering a question. 
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The Chaibman. But those answers haire already taken up a con- 
rsiderable portion of the morning session. 

Senator La Follette. Mr. Mellon, I will ask, with the permission 
of the chairman of the committee, whether a memorandum or brief 
has been prepared for consideration on each one of these loans } 

Secretary Mellon. I think not, when it comes to each one. I 
have not ^one into a^ll of the loans. Mr. Wadsworth, can you answer 
the question of Senator La Follette as to there being a brief on each 
-case p>repared ? 

Assistant Secretary Wadsworth. No; there has not been. The 
papers, letters, cables, and other things are filed in a folder relating 
to each particular subject or country, and when I have been studying 
this matter I have asked that these files be marked with the letters 
that would relate to any particular question I wanted to look into, 
which Mr. Heifelfinger has done; and then I have taken the files, 
with the correspondence serially as it happened, and in tiiat way I 
have traced through the negotiaticNOs that nave taken place. 

Senator La Follette. Have you summarized that in a brief or 
memorandum for the Secretary of the Treasury ? 

Assistant Secretary Wadsworth. I have not. 

Senator La Follette. Or for your own guidance ? 

Assistant Secretary Wadsworth. I have not. 

Senator La Follette. Have you made any index upon the files 
or covers of this correspondence mdicating what is in the file, or had 
it done ? 

Assistant Secretary Wadsworth. The index comes to me in the 
form of little pieces of paper to mark the letters that relate to the 
particular question I am investigating or studying. 

Senator La Follette. In that correspondence with regard to the 
French loan, has there been any application made by the Govern- 
ment for a substitution of the bonois of other Governments for her 
indebtedness ? 

Assistant Secretary Wadsworth. I do not think so. 

Senator La Follette. Are you certain of it ? 

Assistant Secretary Wadsworth. Has there been, Mr. Heffel- 
finger? 

Mr. Hepfelitnger. No. 

Senator La Follette. Has there been any correspondence with 
regard to the substitution of the Turkish bonds for the French bonds 
come to your notice ? 

Assistant Secretary Wadsworth. I have not found anything. 

Senator Reed. While at that point, may I ask, Senator, if it will 
not interrupt you ? 

Senator La Follette. Surely. 

Senator Reed. Has thwe been any correspondence or negotiations 
with reference to our Government acceptmg any of the Grerman 
reparation bonds after they have been turned over to the allied 
Governments ? 

Assistant Secretary Wadsworth. I can recall of no official com- 
munication, or communication from any Government in regard to 
that matter, except a tentative agreement that was made by the 
''Big Four," as they called them, or rather by England, France, and 
the United States, tnat possibly each Government would take German 
bonds in payment for the amounts that Belgium had borrowed up to 
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aianistice day. That agreement was signed by the President, and, as 
I recall it, he submitted it before he went out of office to Congress, 
as a matter which had come up at the peace negotiations. 

Senator Wiluams. That related only to Belgium ? 

Assistant Secretary Wadsworth. Only to Bel^um. 

Senator Rebd. Tms is the message and document you refer to, is 
it not? [Handing paper to Assistant Secretary Wadsworth.] 

Assistant Secretary Wadsworth. That is tiie one, yes. To answer 
your question directly, that is the only communication I have seen. 

The Chairman. The document will be inserted in the record. 

(The document referred to and submitted by Senator Reed is here 
printed in*full, as follows:) 

[Senate Document No. 413, Sixty-sixth Congress, third session.l 

To the Senate and House of Representatives: 

I herewith caU ^our attention to an agreement with Belgium made by the British 
and French Premiers and myself, which is embodied in the following letter: 

June 16, 1919. 
M. Hymans, 

Miniatre des Affaires EtrangereSy Hotel Lottiy Paris. 

Sib: The Reparation Glauses of the draft Treaty of Peace with Germany obligate 
Oermany to make reimbursement of aU sums which Belgium has borrowed from the 
Allied and' Associated Governments up to November 11, 1918, on account of the vio- 
lation by Germany of the Treaty of 1839. Ab evidence of such an obligation Grermany 
is to make a special issue of bonds to be delivered to the Reparation (S)mmis8ion. 

Each of the undersigned wiU recommend to the appropriate governmental agency of 
liis Government that, upon the delivery to the Reparation Commission of such bonds, 
his Government accidpt an amount thereof corresponduM; to the sums which Belgium 
has borrowed from his Government since the war and up to November 11, 1918, 
together with interest at 5 per cent unless already included in such sums, in satis- 
faction of Belgium's obligation on account of such loans, which obligation of Bel- 
gium's shall thereupon be cancelled. 
We are, dear Mr. Minister, 
Very truly yours, 

G. Clembncbau. 
WooDROw Wilson. 
D. Llotd George. 

In recommending to you that Congress take appropriate action with regard to this 
Agreement, certain facts should be brought to your attention. 

The neutrality of Belgium was guaranteed by the Treaty of London of 1839. In 
-considering the reparation to be made by Germany it was agreed that the action of 
Germany, m grossly violating this treaty by an attack on Belgium, obligated the Ger- 
man Government under international law to repay to Belgium the costs of war. On 
this principle the Treaty of Versailles (Art. 232) provided that in accordance with 
Germany's pledges abeady given as to the complete uestoration for Belgium, Germany 
:£hould undertake, in addition to the compensation for material damage, to make 
reimbursement of all sums which Belgium had borrowed from the Allied and Asso- 
ciated Governments up to November 11, 1918, together with interest at 5 per cent per 
rannum on sudi sums. This obligation was to be discharged by a special issue of 
bearer bonds to an equivalent amount pavable in gold marks on May 1, 1926, or at 
^e option of the German Government on the 1st of May in any year up to 1926. 

For various reasons the undertaking defined in the above letter was not embodied 
in the Treaty. Belgium's obligations to the United States for advances mad« up to 
the date of the Armistice amounted to approximately $171,000,000, and to Fngland and 
France they amounted, I am informed, to about £164,700,000. In view of the special 
•circumstances in which Belgium became involved in the war and the attitude of this 
<x)untry toward Belgium, it was felt that the United States mi^t well agree to make 
the same agreement respecting pre- Armistice loans to Belgium as England and France 
offered to do. 

Advances made by the Treasury to the Belgian Grovemment from the beginning of 
the war to the Armistice amounted to 1171,780,000. This principal sum, however, 
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includes advances of $499,400 made to enable the Belgians to pay the interest 4ue 
November 15, 1917, and $1,571,468.42 to enable the payment of the interest due May 
15, 1918. The interest on the advances has been paid up to April 15, 1919, the inter^ 
due from May 15, 1918, to that date having been paid out of Treasury loans for whOT- 
the United States holds Belgian obligations, which, however, were made after Novem- 
ber 11, 1918, the date of tiie Armistice. This latter advance would not come withip 
the terms of the agreement above mentioned. If, therefore, the United States accepts 
payment of Belgian obligations gii'en before the Armistice by recei^dng a correspon<i- 
ing amount of German obligations, it would seem that it should receive German obli- 
gations amounting to $171,780,000 with interest from April 15, 1919. ' - 

Although it is understood that England and France will take their share of the 
German bonds when received by Belgium, I am informed that the Reparation Com- 
mission has not as yet finally determined the details of the issuance of the necessary 
bonds by Ae German Government. A recommendation at this time that suitable 
legislative action should be taken may appear somewhat premature, but in view 
of the approaching termination of my Administration, I have brought this matter to 
your attention, hoping that suitable action may be taken at the appropriate time. 

WooDROW Wilson. 

The White House, February 22, 1921. 

Assistant Secretary Wads worth (continuing). That is the only 
communication I have seen suggesting that German bonds should be 
taken in payment for the Government's loans. 

Senator La Follette. Do you know, sir. whether you have seen 
all of the correspondence pertaining to these several loans ? 

Assistant Secretary Wads worth. I understand so. My prede- 
cessor, Mr. Kelly, staid with me a month, and we went over this 
matter with great care, from one end to the other, and then I went 
over it all again after he left. 

Senator Reed. If you will pardon me, I want to read a statement 
here. I think it bears on this, and I would like to clear it up — ^I am 
reading from a report made to some of the press by a press associa- 
tion. iReading:] 

Under the plan any serious consideration — 

That is by the allied Government. [Reading:] 

(The statement referred to is on file with the clerk to the com- 
mittee.) 

Senator Reed. Now, have you heard anything about that plan ? 

Assistant Secretary Wadsworth. I never have. 

Senator McCumber. What is the date of it ? 

Senator Reed. It is very recently. 

Senator McCumber. That is all I wanted to know. 

Senator Reed. I can not give you the exact date. Senator, just 
now. 

What I wanted to get at, was whether such a plan as that had been 
discussed and whether in connection with it it was considered that 
those bonds might be accepted by the United States. 

Secretary Mellon. May I say in connection with that that the 
only conference that has been held since I was in office was with the 
British ambassador, and there was no reference at all to anything of 
that nature diuing that conference. I never heard of that until it 
has been brought up now. 

Senator La Follette. Mr. Chairman, I want to submit a request, 
to be taken down in this record; and I request that the secretary pro- 
duce here: 

1. Statement of delinquent interest by nations, specifying amount 
owed bv each. 
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2. Statement of interest actually paid by each nation. 

3. Copies of all documents relating to negotiations, including, all 
drafts of proposed plans, and communications between State and 
Treasury Departments. 

4. Statements of all claims of United States against foreign 
governments. 

5. Statement showing for each debtor nation: Amount of total 
indebtedness and names of creditor nations with amount of each. 
Annual expenditures of each debtor nation. Annual revenues of each 
debtor nation. 

And I submit that those are important documents, and that the 
request covers important information that ought to be before this 
committee for its consideration. 

The Chairman. I suppose that request could be wanted without 
objection. So far as is in knowleage or power (h our Treasury 
Department to obtain it. 

Secretary Mellon. Mr. Chairman, although that information has 
been submitted, except the latter in regard to the • 

Senator La Follette (interposing) . It has been submitted, per- 
haps, in a desultory way and is scattered through the record wnere 
it is difficult to find. 

Secretary Mellon. In our late conferences there was a complete 
report of all that, showing the indebtedness, amoimt of interest paid, 
amount of interest accrued and the details, excepting this in regard 
to the budgets of the Governments — that we have not gone into. 

The Chairman. You have no official knowledge of that ? 

Secretary Mellon. No official knowledge, but it might be gathered 
through other papers. 

Senator La Follette. It is pretty important to know something 
about the condition of each one of these debtors, if we are going to 
defer for a period of years, or be asked to defer payment of the debt. 

The Chairman. So far as they are able — ^but I do not see how an 
American Secretary of the Treasury or Commerce or any other depart- 
ment would know' the financial status of Turkey, except by inquiry. 

Secretary Mellon. There would be this, however, that in all of 
these settlements that would be a part of the procedure to obtain 
from each Government a statement of their fiscal affairs; that would 
arise in every negotiation and would be a part of the negotiation. 

Senator Williams. Necessarily incidental to it ? 

Secretary Mellon. Yes; if we should ever reach it. 

Senator Walsh. You ask. Senator La Follette, for correspondence 
between these foreign governments and this Government. Where 
there have been personal negotiations do you not think a summary 
of that ought to be given ? 

Senator La Follette. Instead of the entire correspondence ? 

Senator Walsh. No; where there has been personal negotiations? 

Senator La Follette. Yes, indeed; that should be covered. 

Senator Walsh-. You have not asked for that. 

Senator La Follette. That was not covered, and I would like to 
have that added. 

Senator Walsh. The Secretary referred to some personal conver- 
sation he had with some representatives of other Governments in 
regard to the matter; unless it is confidential I think you ought to 
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change that or add to it a summary of personal n^otiations as well 
as of correspondence. 

Senator La Follette. The stenographer will please add that as 
No. 6. 

(The stenographer thereupon added as follows :) 

6. Summary of personal conversation and negotiations had by the Secretary of the 
Treasury with representatives of foreign Governments. 

Secretary Mellon. There [indicating] is the most of that data. 

Senator La Follette. I know; I was here the day there was a 
partial statement made. 

The Chairman. Senator La Follette, the Chair is informed by Mr. 
Wadsworth that an this information has heretofore been printed in 
the proceedings of this committee, except the indebtedness of foreign 
nations. You have that with you, have you, Mr. Wadsworth ? 

Assistant Secretary Wadsworth. No; we have not. 

The Chairman. Have you got it at the office available ? 

Assistant Secretary Wadsworth. No. 

The Chairman. I understood you to say just now 

Secretary Mellon (interposing). To what is reference being made— 
not the indebtedness to this country ? 

Assistant Secretary Wadsworth. To this country; we have it all 
here, and I think it has been filed. 

The Chairman. But Senator La Follette inquires as to their' gen- 
eral indebtedness to other countries. 

Assistant Secretary Wadsworth. We have no record as to that,. 
Senator. 

Senator La Follette. That is obtainable right in this country 
without going there for it. 

Assistant Secretary Wadsworth. It is obtainable ? 

Senator La Follette. I have gathered it myself with respect to 
one country .^ 

Assistant Secretary Wadsworth. It may be available as to certain 
dates in the past. 

Senator La Follette. Certainly. 

Assistant Secretary Wadsworth. But they are constantly issuing 
new loans and paying off and refunding, and we would have to go 
back several months to get a balance sheet. 

Senator La Follette. It would also be true if you got it up to 
date that before we get through with this investigation there would 
be some modifications, but you would at least have it up to the time 
the record is made from which it is taken, and that information can 
all be assembled if you have the working force to do it. 

Assistant Secretary Wadsworth. We would have to send for it to 
Roumania or to Jugoslovakia or any of these coxmtries; I. do not 
believe there is in this country to-day what we might call a balance 
sheet. 

Senator La Follette. I think very likely, Mr. Wadsworth, that 
that is true with respect to some of the smaller nations. 

Senator Williams. Just one question. I understand that these 
papers that were sent up in these boxes are contained in different 
smaller packages; that tne smaller packages have upon the outside 
of them a description of the contents of the package, and each one 
is collated according to the country with which it deals. 
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Assistant Secretary Wadswo»th. I tinderstand so. 

Senator Williams. Is that the case ? 

Assistant Secretary Wadsworth. That is so. 

Senator Williams. Then in getting at the facts with regard to 
any particular coxmtry, nobody woiSd have to go through all of* 
these six boxes, but coul4 finrf the several folders relating to that 
partipular country. 

Senator La Follette. That statement, Senator Williams, does 
not agree with the statement of Senator Reed as to the conditions in 
which those papers came to the Judiciary Committee, which state- 
ment is now a part of the record of this committee. 

Senator Williams. Senator Reed said they were mixed up in 
boxes and very difficult to get at; but while that is true, I undrestand 
each one is contained in a separate cover. 

Assistant Secretary Wadswojith. Mr. Heffelfinger could take 
those boxes and the files contained therein and segregate them in a 
verv short time, to show exactly what related to each country, just 
as te would in our own files in the Treasury; he could pick the ffies- 
right out. 

Senator Simmons. Mr. Secretary, the bill which you have asked 
the Congress to pass with reference to this matter suggests a possible 
plan of substitutmg the bonds of one Government for those of another 
m settlement with the United States. Would it unduly embarrass 
your negotiations if some limitation was placed upon your power to 
make that substitution ? 

Secretary Mellon. There is no plan for substituting securities sug- 
gested. It is only this, that it will just give the broad power whicn 
could be used in case the necessity arose with some particular Gov- 
ernment, and it was only to meet a contingency that might possibly 
come up. We do not know of any nor expect any situation of that 
sort, but it was thought better to have a broad authority, so that we 
could meet whatever contingency might arise in the negotiations, 
and not only for the purpose for the particular negotiation with that 
country, but after the refunding has been accomplished and the 

Sapers have been passed there would be no question then as to the 
road authority, and the question would not tnen arise in the future,. 
with respect to any of these loans or anv of the securities, that there 
was not authority to put them in the shape that they had been put. 
in — that it was better to have a broad, simple authority that gave 
the Treasury Department, with the approval of the President, that 
power. It is much better to have it in that shape for the refunding 
of these loans after the refunding has been accompUshed. 

Senator Simmons. In other words, if I understand you, you say 
you would like to have this so that after you have completed the 
process of refunding that the substitution might then be made ? 

Secretary Mellon. Oh, no, no; there is no anticipation of any such 
substitution. 

Senator Simmons. I know you stated 

Secretary Mellon (interposing) . But there might arise something 
of that Qort. It was thought better to have a oroad authority, so 
that whatever contingency arose it could be met and the refunding 
accomplished; and then, having this broad authorization, there 
would not afterwards be any question about the vaUdity of the 
security, because it would be obvious that that authority was broad 
and gave all of the authority necessary. 
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Suppose you limited it in any particular place.^ Then afterwards 
these securities would be scrutinized by a lawyer, and he would raise 
the question, '^Well, the Secretary of the Treasury did not have 
authority; that refunding was done without authority, and these 
securities are not in valid and legal shape.'' 

Senator Simmons. I understand you to say that you have no 
thought of agreeing to such a substitution. But I hfiud interpreted 
your Dili as giving you the authority to do that in case you saw fit to 
do it. Now, if you do not need the authority we miffht eUminate it. 
If you do need the authoritv, there are exigencies which might arise 
when you would want to do this thing; then my question was, in 
case of that contingency would you be embarrassed or hampered 
unduly by some queSifications ? 

Secretary Mellon. Well, it would be only that in order to ac 
complish what would be necessary I would have to applv again to 
Congress for authority in that particular case, and it would be very 
much better to have a broad authority that would not make it neces- 
sary to come to you. 

The Chairman. It has been stated that a section be added to the 
bill reading as follows: 

The authority hereby granted shall cease and determine at the end of five years 
from the date of the approval of this act. 

I want to have that entered in the record, that I may submit it to 
the committee at a proper time in executive session; and I ask the 
Secretary of the Treasury while he is here whether such an amend- 
ment would hamper him in any way or be objectionable? 

Secretary Mellon. Not in the least; that is, I think 

Senator La Follette. Where does that amendment emanate 
from? 

The Chairman. I want to make that section No. 2. 

Senator La Follette. That is an amendment you are going to 
offer? 

The Chairman. I want to submit it to the committee for its 
consideration. 

Secretary Mellon. There can be no objection to that amendment, 
if all of the refundings have been completed. 

Senator Simmons. Mr. Secretary, 1 want to ask vou this question 
in connection with that: That confers upon you this power for the 
full period of five years. You have no idea it is going to take any 
such time as that to make this negotiation, do you ? 

Secretary Mellon. No; I should not expect it to take anything 
near that length of time. But, of course, there may be some of these 
countries where they will not be in a condition to act, and something 
may have to be done that will take considerable time, and it is 
rather difficult to anticipate just how long it will take. 

Senator Simmons. Would it, in your opinion, take anv very ^eat 
length of time to bring about an adjustment with the leading nations ? 

Secretary Melix)n. I think not. 

Senator Simmons. There was something in the debates on Friday, 
on the bonus bill, with reference to the delaying of action upon that 
bill until after this refunding process was completed; and there was 
some suggestion that probably that would not delay action more than 
five or SIX months, if that long. 
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Secretary Mellon. I did not understand it that way. I thought 
the delay was in regard to the funding of loans of this Government. 
It had not reference to the foreign loans. 

Senator Simmons. It had not? Possibly I am mistaken about it. 

Senator IjA Folette. No; you are mistaken about it. The Presi- 
dent, in his participation in the debate upon the bill, suggested three 
things that were necessary to be done before we took up any con- 
sideration of gratuities to the soldiers, as he termed them. The first 
thing was the reduction of taxation; the second was the refunding of 
the war debt; and the third was the refunding of these foreign debts. 
That was the President's statement in his debate upon the oill. 

Senator Reed. I may have misunderstood you the other day, Mr. 
Secretary. I thought you said to me that you objected to a limita- 
tion of time in which to make these settlements; that you wanted a 
free hand in the matter, and you could not tell what time it would take. 

Secretary Mellon. All of these obligations are existing now. 
Senator, and it should not take more than the length of time men- 
tioned in this amendment; so that I can see no objection to putting 
in the limitation. 

Senator Reed. Would you be willing to have a limitation of six 
months put on ? 

Secretary Mellon. I do not think it would be possible to get 
through in six months. 

Senator Reed. Would you be willing to have a limitation of a 
year put on ? 

Secretary Mellon. I do not think it would be possible to get 
through with them all in a year. 

Senator Reed. How about two years? 

Secretary Mellon. I do not know, but it might possibly be done. 
It might not. It seems to me that it would be better to have time 
enough. There may be some particular case where they have to be 
nursed along and put in shape that will take longer than we expect. 
I think it is better to have a reasonable time. 

Senator Reed. I want to try to see if I can get two or three things 
dear. 

Would you consider the question of accepting German obligations 
for the obligations of any of these countries to whom we have loaned 
money, or Jtor any part of the obligation ? 

Secretary Mellon. So far as I know now, I would not. 

Senator Reed. Would you do that in the case even of Belgium ? 

Secretary Mellon. In the case of Belgium I can not see why that 
should be considered. 

Senator Reed. Would you consider the question of taking the 
obligations of any one of these countries for the obligations which 
some other of the countries owe us? 

Secretary Mellon. I do not anticipate that that question will 
arise, but it might arise. 

Senator Reed. You might do that ? 

Secretary Mellon. There might be a case where it would be 
desirable to do that, but I have not any such example in mind. 

Senator Reed. You did have a transaction the other day, or a little 
while back, by which ah obligation which was due to us from the 
French Government was in fact transferred to the Italian Government ? 

Secretary Mellon. Yes. 

50941— 21— FT 4-- 2 
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Senator Reed. I read in the Washington Star yesterday a state- 
ment to the effect that you had recently paid England a large sum of 
money. Is that correct ? 

Secretary Mellon. Yes. That was a settlement on account of 
transportation of troops during the war between the War Depart- 
ment and the British Government. It had nothing to do with any 
of the obligations of Great Britain to this country. It was one of 
the current bills for services performed by England, and those 
accoimts have' been from time to time rendered and paid all through 
the war, and this was a final settlement that was made. 

Senator Reed. How much was paid ? 

Secretary Mellon. $32,000,000. 

Senator Reed. You say that this country had nothing to do with 
it. This country, in fact, did pay to England $32,000,000, did it not ? 

Secretary Mellon. Certainly. 

Senator Reed. At the same time England owed us a claim growing 
our of transportation, did it not ? 

Secretary Mellon. England owed the Shipping Board about 
$12,000,000. 

Senator Reed. For what ? 

Secretary Mellon. For services to England of the Shipping 
Board. 

Senator Reed. In hauling stuff to England during the wai* ? 

Secretary Mellon. Yes. And the British Government objected to 
some of those charges, and that claim had not been adjusted. But 
the British Government had alwavs paid all of these claims very 
promptly when they were presented, and this claim had not yet been 
adjusted. The British Government was ready to pay it as aoon as 
the adjustment was completed, and so there was no occasion to take 
that into consideration. 

Senator Reed. But, as a matter of fact, with s claim advanced by 
the Shipping Board of $12,000,000 plus, we paid a claim of Great 
Britain against our War Department of $32,000,000 ? 

Secretary Mellon. Yes; out the claim of $32,000,000 had been 
completed, had been adjusted and agreed on. The other had not, 
and therefore was not ready for payment, and there was no reason 
existing why one should wait on the other, because the British Gov- 
ernment had always paid claims promptly when they were adjusted. 

Senator Reed. When we paid this claim to Great Britain of 
$32,000,000, Great Britain had not been prompt in paying interest 
upon the money we had loaned Great Britain, had it f 

Secretary Mellon. This arose from the dealings between the War 
Department and a British department, and it was not connected with 
the Treasury. The Treasury had nothing to do with the adjustment 
of the accounts or the settlement except to pay the money on the 
requisition of the War Department. Those were current claims that 
had all through the war been settled in that manner There was no 
reason why it should be complicated with the large indebtedness of 
Great Britain. 

Senator Reed. I know that is your opinion, but the claim of the 
Shipping Board was for hauling materials and rendering service to 
Great Britain during the time the war existed, was it not ? 

Secretary Mellon. Yes. 
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Senator Reed. So that it has now been in dispute or in process of 
settlement ever since the armistice ? , 

Secretary Mellon. I do not know about ever since the armistice. 
This settlement of the War Department had been arrived at a month 
or so ago, or perhaps earUer than that. 

Senator Eeed. I am speaking of the claim of our Shipping Board 
now. 

Secretary Mellon. Oh. That has not been settled or adjusted yet. 

Senator Reed. No; but I am speaking, Mr. Mellon, about whether 
the services rendered by our Shipping iBoard were rendered before 
the armistice. 

Secretary Mellon. I presume they were. I do not know posi- 
tively. 

Senator Reed. And ever since that time there have been negotia- 
tions on in regard to the settlement and it has not been completed yet ? 

Secretary MELLON. Yes. 

Senator JReed. With reference to the British claim, it arose out of 
the transportation of our troops and materials during the war, did 
it not ? 

Secretary Mellon. Yes. 

Senator Reed. When was it finally settled ? 

Secretary Mellon. Do you know when it was finally settled, Mr. 
Wadsworth ? 

. Mr. Wadsworth. I think Gen. Connor and the representative of 
the British ministry of shipping came to an agreement on the matter 
in March. 

Senator Rbed. Of this year ? 

Mr. Wadsworth. Yes. I do not remember the exact date. They 
finally decided the various claims and came to a figure of thirty-two 
million dollars odd. 

Senator Reed. All these claims are basically the claims of one 
government against the other ? 

Secretary Ik&LLON. Yes. 

Senator Keed. But the Shipping Board, being a branch of our 
Government, presented a claim to this Government, and the War 
Department, oeing another branch, had a claim against Great 
Britain, and Great Britain had a claim against us. 

Secretary Mellon. Yes. 

Senator Keed. The amount of it is that we paid $32,000,000 to 
Great Britain with them owing us at least $12,000,000. The amount 
that we claimed was $12,000,000, and with them owing us how much 
interest ? 

Secretary Mellon. A very large amount. I do not know ex- 
actly. 

Senator Reed. Did you make any effort to get them to credit 
that on the interest ? 

Secretary Mellon. Oh, no. As I say, the custom has been all 
alon^ that those claims were met and paid when presented. The 
British Government also paid to this country large amounts in 
settlement of claims of that nature. For instance, under the Pitt- 
man Act the British Government has paid large amounts of m- 
debtedness to this Government. Those matters are current matters 
that come up and are settled and paid when the accounts are ad- 
justed, and there was not any reason why that should be com- 
plicated with the other obligation. 
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In the first place, as a matter of proportion, they are very small 
in proportion to the whole obligation of the war debt. 

Senator Reed. You say they were current matters ? 

Secretary Mellon. Yes. 

Senator Keed. You do not mean they are current now. All 
these obligations were incurred prior to the armistice, were they not ? 

Secretary Mellon. Part of the claims arose from returning 
troops from abroad since the armistice. 

Senator Reed. That was all a good while ago ? 

Secretary Mellon. But it has been since the armistice. 

Senator Reed. Yes. When you used the term ^^ current matters'' 
you meant they were matters that had been settled between the 
Oovemments at about the time the obligations were generally in- 
curred ? You did not mean that they are current matters now ? 

Secretary Mellon. Oh, no. They were just between the depart- 
ments of the Government, between the War Department and the 
British Government. 

Senator Reed. This $32,000,000 was a balance, was it not ? 

Secretary Mellon. It was for the specific settlement of an account 
owing. 

Senator Reed. It was a balance due on a very much larger account 
was it not ? 

Secretary Mellon. No; I think not. 

Mr. Wadsworth. It was the final clean-up between the War 
Department and the British ministry of shipping which showed that 
much owing by the United States War Department. 

Senator Reed. But we had paid them a very much larger sum than 
that in the past, had we not ? 

Secretary Mellon. Presumably we had. 

Senator Reed. Do you know how much it was ? 

Secretary Mellon. I have no idea. 

Senator Smoot. May I make a statement? I am compelled to 
go 

Senator Reed. I am through with this line of questions. 

Senator Smoot. I just received word that the Secretary of War 
had prepared a letter with certain suggestions in relation to the, 
Sweet bill that, in his opinion, are very, very material and of great 
importance. Therefore, when you adjourn this meeting, would you 
adjourn it until to-morrow morning at 11 o^clock? I want the 
committee to take up the Sweet bill and get through with that, and 
by that time I will h^ve the letter of the Secretary of War. 

The Chairman. Do you mean 10.30 o'clock or 11 o'clock? 

Senator Smoot. I would rather have it at 10.30 if I could. 

The CHAIRMAN. There is a disposition to proceed with this loan 
bill. 

Senator Smoot. I do not think, Mr. Chairman, it is going to take 
very long, now. 

The Chairman. Ask Senator La FoUette about it. I do not know 
how much Senator La FoUette wants to prolong this examination. 

Secretary Mellon. May I suggest that to-morrow is a Cabinet 
meeting. 

The Chairman. When the committee adjourns, if there is no objec- 
tion, the program will be that the Sweet bill will be considered and 
that the loan bill shall not be taken up until a later meeting. It will 
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go over to-morrow on account of the engagement of the Secretary of 
the Treasury. The committee, when it aajoums, will adjourn until 
10.30 o'clock to-morrow to consider the Sweet bill. 

Does any one desire to address any f lU'ther inquiry to the Secretary 
of the Treasury to-day ? 

Senator Walsh. I would like to ask the Secretary his opinion of 
an amendment that I would like to offer to the committee; the amend- 
naent to be called ^'section 3," and to read as follows: 

The Secretary of the Treasury shall immediately transmit to the Congress copies 
of any refunding agreements, entered into, with tiie approval of the President, by 
each foreign Government upon the completion of the autnority graoted under this act 

Secretary Mellon. I think that would be an obstruction to the 
negotiations and it would not be practical to carry through these 
negotiations if the questions have to be submitted to Congress/ 

Senatpr Walsh. I do not think you get the purport of the amend- 
ment. This is assuming that the Senate permits the negotiations to 
be made by vou subject to the approval of the President, witihout 
B.nj approval of Congress. I propose to ask that as soon as ne- 
gotiations with each foreign country are completed a copy of the 
agreement be transmitted to the Congress. 

Secretary Mellon. The difficulty there is that when the negoti- 
ation with the country involved is completed, then they have the-, 
right to suppose that it has been completed and that mutual con- 
cessions and agreements that have arisen in the negotiations will 
have been adjusted and the conclusion arrived at. 

Senator Walsh. This is not to be transmitted for our approval,, 
but for our information. 

Secretary Mellon. Oh; I can not see any objection to it, then. 

Senator Walsh. I thought you would not. In other words, the^ 
pubUc and the Congress will Know what the result of your nego- 
tiations with a government has been. 

Secretary Mellon. I can not see any objection to that. 

Senator Reed. But you are utterly unwilling to have the matter 
submitted to Congress in advance? 

Secretary Mellon. I do not think that would be feasible, to work- 
in that manner. 

The Chairman. You refer, Mr. Reed, to Mr. Walsh's amendment, 
about referring it to the Senate for confimiation ? 

Senator Reed. I was referring to the general proposition. • 

The Chairman. I suggest that this amendment also, Mr. Walsh ^, 
be inserted in the record. 

Senator Walsh. You mean my other amendment ? 

The Chairman. Yes. Let it be inserted in the record at this^ 
point. 

(The amendment referred to is as follows:) 

[S. 2135, Sixty-seventh Congress, First session.] 

AMENDMENT Intended to be proposed by Mr. Walsh of Massachusetts to the bill (S. 2135) to enable ther 
refunding of obligations of foreign Governments owing to the United States of America, and for othei 
purposes, viz: 

On page 2, line 11, add: ''Provided^ That no agreement with a foreign government 
with respect to any measure hereinbefore authorized shall be deemed to have been 
completed, nor to enjoy full force and effect, until it shall have been specifically em- 
bodied in a convention duly concluded by the President of the United States and! 
ratified and proclaimed by nim, by and with the consent and advice of the Senate; 
of the United States, under Article II, section 2, clause 2, of the Constitution of tha- 
United States." 
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Secretary Mellon. What would be the eJBFect, then, Senator Walsh, 
if a particular negotiation had been completed and agreed upon with 
a Government, and then that had been given to the Senate for their 
information, as you say, and for confirmation ? 

Senator Walsh. Not for confirmation; only for information. In 
other words, instead of waiting for your annual report to be made, as 
each negotiation is completed you will send a special message saying 
the negotiations have been completed and the result is as follows. 
It is simply for the information of Congress. 

Secretary Mellon. Yes; I see. 

The Chairman. Senator La FoUette, have you any further inquiry 
to address to the Secretary at this stage ? 

Senator La Follette. Not this morning. 

Thfe Chairman. Do you desire him to be here on Wednesday 1 

Senator La Follette. No; not until I have looked into some 
matters that I want to investigate. 

The Chairman. Then, when this committee adjourns, the hearing 
on the loan bill will be postponed until I can confer with you. Is 
that the point? You were absent from the room. It has been 
agreed on account of the Cabinet meeting to-morrow, and for other 
reasons, to have this biQ go over to-morrow and to take up tiie Sweet 
bill to-morrow. Would it be convenient and ae^eeable to take up 
this loan bill on Wednesday, in view of the aajournment over on 
Tuesday? 

Senator La Follette. I think it would; but I do not know that 
I shall want at that time to ask any questions of the Secretary. I 
may want to ask the committee to call some other witnesses and 
interrogate them, and then that may develop sBome things that may 
make it necessary to call Mr. Mellon. 

The Chairman. When willyou be in position to inform me so that 
I may caU the witnesses for W ednesday ? 

Senator La Follette. I think in time to get them. 

The Chairman. All rieht. Then the conmiittee, as I have already 
stated, will meet on Wednesday and resume consideration of the loan 
bill and hear such other witnesses as Senator La Follette may request 
the Chair to invite. 

Secretary Mellon. In relation to the suggestion to refer this matter 
to the Senate for their information upon the completion of any par- 
ticular settlement that may be made, it occurs to me that that might 
be embarrassing in this respect: These settlements will have to be 
proceeded with separately; that is, one concluded, say, with Great 
Britain, and then the next taken up, say, with France. It might be 
embarrassing to have Great Britam's case made public before our 
negotiations with France- I do not know, but you can see that 
these settlements will follow similar lines with the separate Govern- 
ments. It may or may not be embarrassing to have one made 
public when we are proceeding to a settlement with another Govern- 
ment inamediately aiterwards. 

I would like to think about that and report at the next meeting. 

Senator Walsh. I had in mind that you might possibly make toat 
suggestion. 

Secretary Mellon. I will be prepared at the next meeting to 
answer your question. 
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Senator R££D. I want to give you another question to think over. 

Why is it that you can not make these settlements in strict accord- 
ance with the terms of the acts of Congress authorizing these loans 
and specifying the conditions of the obligations ? 

Secretary Mellon. The reason is this, that the securities taken 
would not be in as good form for the purposes of our Government 
because the authority there is so restricted that it makes it very 
difficult. Our securities taken from England, for instance, would be 
spKt up and some of them bear one rate of interest and others bear 
another rate of interest, because the rates of interest were different 
under the several Liberty loan acts, and we would have to follow 
each particular act for the settlement of that part of the claim. 

Senator Reed. But the law contains a clause that if the Govern- 
ment of the United States, in order to get this money, is to pay 
different rates of interest and borrow on different terms, the bonas 
shall be adjusted accordingly. 

Secretary^ Mellon. Yes. 

Senator Keep. Why, under that authority, can you not go ahead 
and make these settlements and take these obl^ations? 

Just ihink about that and give us your opinion when you come 
back. 

Senator La Follette. Mr. Chairman, is any further action to be 
taken in regard to this committee having access to the con*e- 
spondence ? 

The Chairman. I would be very glad if that matter could be 
cleared up. 

Senator Reed has that somewhat in charge for the committee, and 
I would like to ask Senator La Follette to address his inquiry to 
Senator Reed and find out just what he wants. I do not know what 
you want, exactly. You say all this voluminous material you can not 
examine. 

Senator La Follette. Mr. Wadsworth made the suggestion here 
during the course of this hearing that Mr. Heffelfinger — ^who, I judge, 
is the file clerk in your office 

Mr. Wadsworth. Yes. 

Senator La Follette (continuing). Is entirely familiar with these 
docimients, and he could go through them, if this committee had 
access to them. But it was suggested, I think, by the Secretary of 
the Treasury, that the papers really belonged to the Treasury Depart- 
ment and tnat it is for the Treasury Department to turn tnem over 
without respect to the State Department. They do not come from' 
the files of the State Department. 

The Chairman. Can you serve as a subcommittee of one to have 
these boxes here tomorrow morning, Senator Reed ? 

Senator Reed. I will serve as a subcommittee of one and make the(^ 
effort, but from Senator Nelson's letter I take it that he will do 
nothing unless the Judiciary Committee advises him to do it. That 
committee has adjourned, but I will try to get 

The Chairman. You might poll it. 

Senator Reed. If I can not ao anything else I will get the committee 
to return the documents to the Treasury. 

The Chairman. I would like to have them produced to-morrow if 
possible. 
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Secretary Mellon. There is one other matter that Senator I^a 
Follette proposed, and that is that we furnish the budgets or the 
financial statements of these governments. That will take a very 
long time. I do not believe that they can be gathered together 
within what would be a reasonable time to submit to this committee. 
It will be difficult to obtain all of that information. 

The Chairman. Could they not be obtained bv cable ? 

wSenator La Follette. I believe that a great cleal of that informa- 
tion can be secured in the foreign publications on file in the Congres- 
sional Librarv. You could not bring the information down to the 
last minute, beyond any question, if you relied upon those foreign 
publications, but you can bring it down to the last time a pubac 
statement was made, and you could simply do the best you could; 
and that information would be before the committee, and ii it thouriit 
it important to secure later data upon the subject it would be Tor 
the committee to say. 

Secretary Mellon. We can see what can be done. 

The Chairman. The committee stands adjourned until to-morrow 
moniing at half past 10 o'clock. 

(Whereupon, at 12.05 o'clock p. m., the committee adjourned until 
to-morrow, Tuesday, July 19, 1921, at 10.30 o'clock a. m.) 
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WEDNESDAY, JULY 20, 1921. 

United States Senate, 
commtttee on finance, 

Washington^ D, CI 

The committee met pursuant to adjournment, at 10.30 o'clock 
a. m., in room 312, Senate Office Building, Washington, D. C, Senator 
Boies Penrose presiding. 

Present: Senators Penrose (chairman), McCumber, Smoot, La 
Follette, Curtis, Watson, Calder, Sutherland, Simmons, Gary, Reed,, 
and Walsh. 

Present also: Hon. Andrew M. Mellon, Secretary of the Treasury,, 
and Hon. Eliot Wadsworth, Assistant Secretary of the Treasurj. 

The Chaieman. The hour of 10.30 having arrived, the committee 
will come to order. The Secretary of the Treasurv is here and the 
papers and archives relating to correspondence with foreign nations, 
already referred to in these proceedings as having been sent to the 
Judiciary Committee by the Secretary of the Treasury, have been 
delivered to this room, through the courtesjr of Senator Nelson, the 
chairman of the Committee on the Judiciary. Thev have been 
brought here largely at the suggestion of Senator La Follette. 

Secretary Mellon. We were also requested to make a report on 
the conditions of any of the foreign Governments owing this Govern- 
ment, the condition of their budgets, and Mr. Wadsworth has with 
him as much of that information as we could gather up until this time, 
which is pretty complete, excepting that it is not up to date, I beheve. 

Assistant Secretary Wadsworth. I might add, Mr. Chairman, that 
we have here, in accordance with the request made at the last meeting, 
a statement showing the delinquent interest by nations, specifying 
the amount due by each. We have a statement of the amount 
actually paid by each nation. We have in these boxes copies of all 
documents relating to negotiations, excepting that I thought we 
might add to that the copy of the Secretary's letter to the British 
ainbassador sent this spring, which has been referred to already, 
bringing the information up to date. 

Secretary Mellon. That followed the last conference I had with 
the British ambassador, and that furnished to him this information 
which he had asked for. 

The Chairman. Has that letter ever been published? 

Secretary Mellon. No. 

The Chairamn. Where is it? 

Assistant Secretary Wadsworth.. The information sent to him is 
all in those boxes. 

Secretary Mellon. But the letter itself went to the ambassador. 

We have a copy of that. 
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The Chairman. Is there any objection to publishing it? 

Senator Smoot. I thought we were going to print the whole in- 
formation. 

The Chairman. He said his information covered everything in 
this letter. Did I understand you correctly, Mr. Wadsworth? 

Assistant Secretary Wadsworth. This is merely a summajy of it. 

Secretary Mellon. Is it the intention to make it public ? 

Senator Smoot. To make it a part of the record. 

Secretary Mellon. It is all right to make the letter a part of the 
record. I thought the inquiry was as to the advisability of having 
newspaper pubhcity. 

Assistant Secretary Wadsworth. I would suggest that it be treated 
just as you treat the information in these boxes. 

Senator Smoot. Then, I do not request that it be made a part of 
the record. 

Senator La Follette. I am going to request that everything be 
made a part of this record. I thmk this is the people^s busmess. 

The C;hairman. There is no doubt about it; these are public 
meetings. 

Senator La Follette. There was some suggestion about sup- 
pressing the publication of these records. 

Secretary Mellon. No; there is no idea of suppressing anything 
in the records of these meetings. 

Senator La Follette. You say you have there a complete response 
to the request which I filed here for definite information ? 

Assistant Secretary Wadsworth. Yes; so far as we can go in 
getting the information about the foreign nations. 

Senator La Follette. You may proceed to give it so that I can 
follow you and see how completely it answers the request. 

Assistant Secretary Wadsworth. The first is a statement of 
delinquent interest by nations, specifying the amount owed by each. 

The Chairman. That is interest owing to the United States ? 

Assistant Secretary Wadsworth. That is interest owing to the 
United States. 

Senator La Follette. And it is complete ? 

Assistant Secretary Wadsworth. It is complete. 

Senator La Follette. Up to what date ? 

Assistant Secretary Wadsworth. Up to the last interest date upon 
each individual obligation. 

Senator La Follette. Just refer to your memorandum there, if it 
gives the information, and make a statement with reference to each 
one. 

Assistant Secretary Wadsworth. The obligations have dififerent 
dates. 

Senator La Follette. I understand that. 

Assistant Secretary Wadsworth. The interest is payable every 
six months. We have .figured the interest on each obligation up to 
the last interest date. 

Senator La Follette. What is the last interest date for each one of 
those debtor nations ? It is stated on your memorandum there, is 
it not? 

Assistant Secretary Wadsworth. No; because the obligations 
have a great variety of dates. They were given at different times and 
the interest is payable each six months. 
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Senator La Follettb. Every six months from the date of the 
obligation ? 

Assistant Secretary Wadswobth. We have not tried to bring it up 
to last ni^t. We have brought it up to the last interest date. 

Senator La Follette. Just give me, if you wiU^ please, the amounts 
of eaeh of those countries. 

Assistant Secretary Wadsworth. The interest accrued and im- 
paid up to and indLuaing the last interest period. 

Armenia 11,009,868.67 

Austria 721,671.27 

Belgium 34, 007, 409. 62 

OzechoBlovakia 8, 125, 165. 24 

Esthonia 1,389,668.37 

Finland 598, 339. 79 

FfKDCft 284, 148, 8<3. M 

GcefttBiitam 407,303^283.93* 

Hungary 50^575.07 

Italy 161,078,880.80 



Latvia $386,962.52 

Liberia 1,568.85 

Lithuania 498,162.80 

Poland 9,837,443.36 

Rumania 3, 477, 534. 09 

RuflBia-. 26,120,560.18 

Sfrrbia. 4,778,797.79 



Total 943,534,755.99 



Senator Watson. That is exclusive of any interest heretofore paid 
by any or aU of these naticHis? 

Senator La Follette. And how many of these debtor Govern* 
in^ats have paid any interest at all ? 

Assistant Secretary Wadsworth. That is the next statement. I 
have a statement here of interest heretofore paid. 

Senator La Follette. Yes; I see that. That is really my next 
question here. Will you please give that? 

Assistant Secretary Wadsworth (reading) : 



Belgium $13, 014, 918. 42 

Cuba 1,282,369.54 

Czechoslovakia 304, 178. 09 

Prance 139, 570, 376. 13 

Great Britain 245, 557, 185. 50 

Greece 784,153.34 

Italy 57,598,862.62 

Latvia 126,266.19 



Liberia I86L10 

Poland 1,290,620.78 

Roumania 263,313.74 

Ruflda 4,842,534.33 

Serbia 636, 059. 14 



Total 465,271,688.92 



Senator La Follxtte. Not having the table before me, I could not 
make certain that each of these natkms has made paymesit. Does 
the table show that thev have.) 

Assistant Secretary Wadswobth. No. 

Senator La ^ollette. What nations have made paym^Dts? 

Assistant Secretary Wadsworth. The nations that have not made 
payments are Armenia, Austria, Esthonia, Finland, Hungary, and 
Lithuania. 

Senator La Follette. As to the payments made by the nations 
that have met the interest, in so far as yod have stated that tiiey have 
met it, has the payment by any of tnem been made through addi- 
tional loans to them by the United States Government ? 

Assistant Secretary Wadsworth. Yes, sir — 

Senator La Follette. Which ones ? 

Assistant Secretary Wadsworth. I should suppose a lai^e propor- 
tion of it was paid during the war out of advances made by this gov- 
ernment. 

Senator La Follette. Can you state from ^our own knowledge 
whether any of them have paid interest otherwise than through ad- 
vances jaMoe by this Government ? 

Assistant Secretary Wadsworth. I know that some of them have, 
but the amounts are comparatively small. 
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Senator La Follette. Can you state which. nations from yonr 
recollection ? 

Assistant Secretary Wadsworth. I know that Poland made a 
payment, but I do not recall how much. About a year ago they made 
a payment on account of interest. 

oenator Reed. But did they not make that out of moneys they got. 
from us ? 

Assistant Secretary Wadsworth. As I understand it; no. '" 

Senator Reed. How much was it ? 

Assistant Secretary Wadsworth. I could not say. 

Senator Reed. Was it large or small ? 

Assistant Secretary Wadsworth. It was small. The bulk of this 
money was paid out of advances made by this Government. 

Senator Reed. Do not your records show in every instance whether' 
that is true or not ? When jon let a' country have moneys did you not 
ascertain the pinpose for which it was advanced ? 

Assistant Secretary Wadsworth. I looked that up and found a 
statement that in advancing money to these nations one of the needs 
of the nations that was taken into consideration was the fact that they 
were to pay interest upon the loans from this Government. 

Senator ilEED. You have some correspondence about that, hav^ 
you not ? 

Assistant Secretarv Wadsworth. Presumably we have. I have 
never rlooked into that. It is a very voluminous correspondence, 
showing everything that went back and forth between these Govern- 
ments as to what their needs were. 

Senator Reed. Where is that correspondence ? . 

Assistant Secretary Wadsworth. I presume it is all in the Treas- 
ury. 

Senator Reed. Why have they not been produced ? We have- 
called through the Judiciary Committee repeatedly for all this corre- 
■pondence, and, finally, five or six great boxes were brought over there^ 
I now find that the general correspondence was not in those box^S; 
that there is correspondence with reference to particular nations, but 
the general correspondence has still been withheld from this committee 
and from the Judiciary Committee.. iNow you say there is a state- 
ment, and a very voluminous statement, snowing the purposes for 
which this money was advanced. Why do you not bring that state- 
ment here ? 

Assistant Secretary Wadsworth. Well, I am not familiar with 
that, Senator Reed. 

Senator Reed. Who is ? Somebody is. 

Assistant Secretary Wadsworth. These nations, as I understand 
it, went to what was called the general purchasing committee whicL 
handled all these purchases. They carried on negotiations witk 
that committee for certain material that they wanted, and then the 
Treasury advanced the money from time to time to meet the liabili- 
ties that were incurred in purchasing through that general comiinittee. 
Senator Reed. Who composed the general purchasing committee ? 
Assistant Secretary Wadsworth. That I could not say. It 
was an interallied committee that sat here in Washington. 
Senator Reed. Who does know about that ? 

Assistant Secretary Wadsworth. I could find out about it very 
easily. I was not here at that time. 
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Senator Reep. What has that general purchasing conunittee got 
to do with the question of the payment of interest ? 

Assistant Secretary Wadswobth. Nothing, except that the needs 
for money by these nations were created partly by that general 
purchasing committee, largely by them; but also partly 
necessity tor paying interest; ana the Treasury took intci 
eration iii making uiese advances the fact that the nation^ 
money tb pay interest. So that substantially all this inter5, 
be taken as having been paid out of advances by the Treasury. 

Senator Reed. I understand that, but I want to find out what it 
was advanced for. I have been spending now part of my very 
valuable time for about three months to ascertain that very siniple 
fact. You say there is a comprehensive statement showing what 
these moneys were paid for, and then you introduce into the sub- 
ject matter a purchasing committee, but a purchasing committee 
<5ould not have had anything to do with the pavment of interest. 
If there is such a statement as you have referred to, why is it not 
brought here and laid down on tnis table so that this committee can 
see it ? 

Assistant vSecretary Wadswobth. I did not say '' a comprehen- 
sive statement.'' I think I said a very voluminous statement. I 
imagine it would be necessary to go through all the records of that 
purchasing committee which carried on all the interallied purchasing 
iere. 

Senator Reed. Are there not data in the Treasury Department 
wrhich will show us— let us take Great Britain, for instance— the 
amounts of money that it received at various times, the purposes 
for which Great Britain said it was going to employ those particular 
moneys, and the establishment of a credit to meet those amounts! 
Is there any such statement ? 

Assistant Secretary Wadswobth. I have never looked into that. 
I do not know. 

Senator Reed. Does Mr. Heffelfinger, the gentleman who is 
sitting here at my left, know about it ? 

Mr. Heffelfingeb. We would have to go through the boxes that 
pertain to Great Britain and look at every letter to see what they 
asked for. 

Senator Reed. There is nothing in your books to show what this 
money was advanced for ? Were the books kept in such shape down 
there that when there was a large sum of money paid out of the 
Treasury an entry was not made in the books to show the purpose for 
which the money was paid out ? Does it contain a lot of scraps of 
paper dumped into boxes ? Is that the way the Treasury keeps its 
accounts ? 

Assistant Secretary Wadswobth. I am not familiar witn the way 
in which they arrived at the amounts of the credits or debits. 

Senator Reed. Is there any human being that can go through 
those files and give us a statement of these loans and advances, when 
they were made and what they were made for ? 

Assistant Secretary Wadswobth. Oh, I have no doubt of that. 

Senator Reed. I would like to have, Mr. Chairman, just that kind 
of a statement, and I would like to have the correspondence produced 
upon which those advancements were made, which will disclose the 
wnole purpose of an advancement or a commitment. I say to the 
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chairman of this committee that the records of the Judiciary Com- 
mittee will show that repeated efforts were made to secure this in- 
formation. It does not seem to be able to get it. I am pure that 
the present Secretary of the Treasury can get it for usf and will 
get it for us. i 

Assistant Secretary Wadsworth. May I refer, Mr. Chatenan, to 
Exhibit 26 in the Annual Report of the Secretary of the treasury, 
appearing on page 338, which shows the particulars of credits estab- 
lished and the expenditures under the heading, ^^Mimitions,dncluding^ 
remounts; munitions for other Governments, exchange aitd cotton 
purchases, cereals, other foods, tobacco, other supplies, ti^nsporta- 
tion, shipping, reimbursements, interest, matxuities, relijef, silver, 
food for normern Russia, purchases from neutrals, specdal credit 
against credits to be established for United States Govemknent war 
purchases in Italy, and miscellaneous. '^ It sets forth (the exact 
amounts and for what purposes they were expended. / 

Senator Reed. I find on page 338 a table neaded ^^Siammary of 
credits established in favor of foreign Governments, advances made 
to them, and expenditures reported Dy them for period April 6, 1917, 
to November 1, 1920.'' In the first column, opposite the word 
''Interest,'' are the figures $730,504,176.91. Does that indicate that 
we advanced to them to pay their interest $730,504,176.91 ? 

Assistant Secretary Wadsworth. I presume it does. 

Senator Reed. That only brought us up to November 1, 1920. 
Can you tell us whether there has been money since that time ad- 
vanced to pay interest ? 

Assistant Secretary Wadsworth. Very little, if any. I should 
have to look it up. Substantially, the interest payments stopped in 
the spring of 1919. 

Senator Reed. Will you not give us a statement showing the 
exact amount of money that was advanced by this Government to 
ay interest to each government, the exact amoimt of interest paid 
y each government, the exact amount of interest in default by each 
government, all on one little piece of paper so we can have it before us ? 

Assistant Secretary Wadsworth. I think that is in this statement 
here. I should have to take those figures and assemble them with 
these. I have just read the figm'es of delinquent interest and the 
interest paid, and there axe the figures of the amounts which we 
advanced for interest. 

Senator Reed. There are items carried out here, but they do not 
cover Poland. Poland appears to be omitted from this table. It 
appeal's to be omitted from practically all of these tables, so far as I 
observe. 

AssistaQt vSecretary Wadsworth. Poland received no money under 
the Liberty loan act, as I understand it. Poland's advances were 
under the relief act and the authority to sell war materials. 

Senator Reed. Well, they got some money. 

Senator Watson. From the United States Grain Corporation, I 
think. 

The Chairman. We are safe in assuming that the payments of 
interest have been few and far between. 

Senator vSmoot. There were $720,000,000 of it. 

The Chairman. The mone}^ we have advanced they have been 
paying back. 
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Senator Smoot. Cono:ress authorized an advance to these people 
to assist in the war of $10,000,000,000. 

Senator La Follette. It never authorized the advancement of 
money^ to pay interest, and we have no opinion from any legal author- 
ity an3rwhere that that is authorized or ever has been autfiorized. 

Senator Reed. Mr. Chairman, I do not want to interrupt Senator 
La Follette in the course of his examination 

Senator La Follette. Go right ahead. 

Senator Reed. But since we are on this point may I call the 
attention of the committee 

The Chairman. May I call your attention for a moment, first, to 
the fact that I want to extend, so far as I have any jurisdiction in this 
matter, the greatest latitude to this examination, but this committee 
is getting very much crowded; the tariff bill will be in our possession 
on Friday, and we can not make this examination, interesting as it 
may be, interminable. 

Senator La ForxErrE. It can be shortened up a good deal, Mr. 
Chairman, if the documents and papers that we are asking for are 
brought here and brought here in such form as will make it possible 
for us to proceed with this examination. 

The Chairman. I do not think there can be any fair criticism made 
when any paper that is obtainable is furnished ttie day following the 
one on which the request is made for it. 

Senator Reed. I do not think there can be any fair criticism made 

of the present Secretary of the Treasury, but the point I wanted to 

call attention to is this: I find here on page 5S of the annual report of 

the Secretary of the Treasury for the fiscal year ended June 30, 1920, 

this statement, and I would like to get it cleared up : 

The Liberty bond acts whidi authorized tlie Secretary of the Treasury to acquire 
foreign obligations also authorized him to exchange them into long-time obligations 
bearing a rate of interest not l^ess than that borne by the demand instniments. 

That, I think, is an incorrect statement, but let it go. 

The acts provide that the former shall be in such form and terms 
as the Secretary of the Treasury may prescribe. In the early autunm 
of 1919, the Treasury informed the treasuries of the European Gov- 
ernments to which it had made advances that it was prepared, in 
case they so desired, to discuss with them the exchange oi the demand 
notes for long-time obligations, and in that connection the deferring 
of interest collection during the reconstruction period of two or 
three years from the spring of 1919. PubUc announcement of the 
position of the Treasury was made on September 26, 1919. The 
considerations which moved the Treasury with regard to deferring 
the collection of interest were set forth in the following letter from 
the Secretary of the Treasury to the chairman of the Committee on 
Ways and Means of the House of Representatives: 

Washington, December 18 j 1919, 

My Dear Congressman: On Octobe 9 last I sent you a copy of a public statement 
made by me on the 26th of September relative to the obligations of foreign Govern- 
ments held by the United States Government, and also a copy of a letter written by 
me on October 9 to Senator Penrose in reply to a letter from him requesting informa- 
tion concerning the extension of the interest on such loans. In that statement and 
in my letter to Senator Penrose I explained the policy which the Treasury proposed 
to adopt in respect to the funding of the demand obligations of foreign Governments 
now held by the United States into long-time obligations, and the funding during the 
reconstruction period of two or three years of the interest on such obligations. Not- 
withstanding my public announcement of September 26 and the controlling reasons 
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which prompted the Treasury to adopt this policy, it appears from statements which 
Tiave been made lately in Congress and elsewhere that there still exists a misunder- 
standing in respect to this question. Some of the statements to the effect that it 
is the duty of oiu* Government, notwithstanding the present grave derangement 
of foreign exchanges, to insist upon immediate payment of interest amounting to 
about ^75,000,000 a year, indicate a tendency to overlook certain aspects of the 
question and a failure to grasp the meaning of the present pocdtion of ti^e finances of 
the world. While the Treasury favors such an arrangement, it does not favor the 
cancellation and, indeed, has no power to cancel any portion of the interest or prin- 
cipal. The collection in dollars of this interest under present circumstances would 
be no less disastrous to American interests than to the interest of our debtors. 

The loans to foreign Governments were made, as provided by Congress in April, 
1917, for the purpose of assisting them in the prosecution of the war. Our entry into 
the war made it necessary for this Government to call upon the American people for 
vast sums of money for its own war purposes. In order to obtain such funds it was 
necessary substantially to close out the natural markets to all other borrowings, but, 
at the same time, it became most important that our associates in the war should be 
able to obtain in greater amounts than theretofore the supplies which they required 
and which we alone could furnish. 

Except for the purpose of meeting commitments for war purposes previously made 
with the knowledge of the Treasury, the Treasury has, since last April, substantially 
discontinued the establishment of credits in favor of foreign Governments. The pro- 
:gram authorized by Congress for foreign loans was therefore substantially ended eight 
months ago. 

At almost the same time the foreign Governments of their own accord, and with the 
hearty approval of the Treasiuy, ceased the "pegging" of their exchanges. 

These necessary steps by the United States Treasury and the treasuries of our asso- 
ciates, in the endeavor to reduce governmental financial activity and to return trade 
and finance to normal channels, have been reflected in the great drop which has taken 
place in the foreign exchanges. 

With the ending of the war and of the program of our loans to foreign Governments, 
it was considered appropriate, in accordance with the authority conferred by the 
Liberty bond acts, to take up with those Governments the funding of the demand 
obligations now held by the United States into long-time obligations; and in view of 
the fact that, as indicated by the state of the foreign exchanges, the reconstruction of 
Europe has not proceeded to a point where Europe can even yet pay by exports for its 
necessary food, it was considered by the Treasury most expedient that as a part of the 
general funding arrangement provision should be made for deferring and spreading 
over a later period the payment of interest which would accrue during the next two 
or three years. 

At the time of writing exchanges of the principal allies are quoted as follows: 

Sterling, 3.86, or at a discount of 20.7 per cent. 

Francs, 10.23, or at a discount of 49.4 per cent. 

Lire, 12.75, or at a discount of 59.4 per cent. 

Belgian francs, 9.97, or at a discount of 48 per cent. 

Under these circumstances an impenetrable barrier exists which makes it imprac- 
ticable for those Governments to pay in dollars the amount of interest due from them. 
to the United States. This involves no question as to the solvency or financial respon- 
sibility of those Governments, nor a failure to raise funds by loans and taxes from their 
people and a corresponding burdening of our people, but results from the condition 
of the foreign exchange market. If the Governments of the Allies were to raise imme- 
diately by taxes and loans the whole of their debt to us, those taxes and loans would 
produce only sterling, francs, and lire, and those foreign currencies would not furnish 
one additional dollar of dollar exchange because conditions are not such as to permit 
those currencies now to be converted into dollars. The United States Treasury has 
no use at the present time for any considerable amounts of these currencies and could 
not afford to accumulate large idle foreign balances. 

If the Treasury does not defer the collection and thus adds to the present difficulties 
in the financial and economic rehabilitation of the world by demanding an immediate 
cash payment of interest before the industry and trade of Europe has an opportunity to 
revive, we should not only make it impossible for Europe to continue needed pur- 
chases here and decrease their ultimate capacity to pay their debt to us, but should 
hinder rather than help the reconstruction which the world should hasten. A nation 
can liquidate its foreign debt only by the accumulation of foreign credit, which may 
1)0 accomplished through an excess trade balance, invisible exchange items, the 
creation of credits by loans, or by the export of gold. Until our associates in the war, 
whose manufacture and trade suffered so much more than ours, have had an oppor- 
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tunity to resume normal, industrial, and commercial activities, they have not the 
exports with which to pay the interest due on our obligations and could make such 
payments only by the shipment of gold or by obtaining dollar loans in the United 
States. The loans which the Allied Governments have so far been able to place in 
our markets have not been sufficient to correct the situation. I can not believe that 
anyone would consider it equitable or wise, in the present circumstanaces, for us to 
require payment ^ia gold, of which we already have enough, when the payment of 
one years interest alone would exhaust about 50 per cent of the gold reserves of our 
debtors. While I fully realize the desirability of collecting this interest and of de- 
creasing at once by a corresponding amount the taxes which we must collect, I should 
be most reluctant, without spedmc instructions 'from Congress to the contrary, to 
demand the immediate payment of interest which would not only seriously retard the 
economic restoration of those countries without which they will be unable to pay the 
interest and principal of their debt to us, but which would also destroy their power 
to make needed purchases in our markets. 

My acivisers are firmly of the opinion that in connection with and as a part oi the 
general funding of the diemand obligations into time obligations I am duly authorized 
umder the Liberty loan acts to spread over subsequent years the interest which would 
accrue during the reconstruction period of, say, two or three years, and to include 
such amounts in the time obligations. If, however, the Ways and Means Committee 
of the House, which shared with the Secretary of the Treasury the initial responsi- 
bility for the Liberty loan acts, should question my power so as to act, I shall be 
pleased to have you so inform me at once, in order that I may lay before your committee 
a proposal for further enabling legislation. 
Cordially yours, 

Carter Glass. 

Hon. Joseph W. Fordnet, 

House of Representatives. 

Following that is this comment, which appears on page 61 of the 
Annual Report of the Secretary of the Treasury: 

The Committee on Ways and Means replied that there was in Its opinion no legisla- 
tive bar to the procedure proposed. Negotiations looking to the exchange and, in 
that connection, the deferring of interest collections were undertaken in Washington. 
They were continued in Europe in the fall of 1919 and the spring of 1920 by Albert 
Kathbon«, then Assistant Secretary of the Treasur>^, and will be concluded in Wash- 
ington. I trust that they will be completed in the near future. 

In that connection I call attention to the reply of Mr. Fordney. 

Senator Watson. When was this, Senator ? 

Senator Reed. The Secretary's letter, which I have just read, is 
dated December 18, 1919. I call attention to a copy which I have 
been furnished, and which I think is authentic, of Mr. Fordney's 
reply, dated January, 1920. 

Hon. Carter Glass, 

Secretary of the Treasury^ Washington, D. C. 

Dear Mr. Secretary: With reference to your letter of December 18, 1919, in 
regard to the collection of interest on foreign loans, the question of the authority of 
the Secretary to grant extensions for the time of such interest payment was under dis- 
cussion this morning at a meeting of th« Committee on Ways and Means. Every 
expression of opinion seemed to indicate that at the time of the enactment of the 
Liberty loan acts no thought was given to the possibility of suspension of interest 
payments, and that there was no intention on the part of Congress to grant or imply 
such authority to the Secretary. Therefore, as chairman of the committee, I have the 
honor to request you and your legal advisers to appear before the committee to furnish 
additional inforniation. It is advisable that the heiring be arranged at au early date, 
and I suggest Thursday or Friday morning of this week, should either of those dates 
meet your convenience. I further request that action by the Secretary or his agents 
looking to the suspension or extension of interest payment of foreign oblisiations be 
deferred until the question of the Secretary's authority so to act has been determined. 

Awaiting your reply, I am, 
Cordially, yours, 

J. W. Fordney, 
50941— 21— PT 4 3 
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Senator La Follette. I beg your pardon, Senator: what is the 
date of that letter ? 

Senator Reed. January 19, 1920. 

Senator La Follette. The first question I asked in this investiga- 
tion was directed to Secretary Mellon, and was a request for the 
Production of that very letter. In response to my question Mr. 
Tadsworth intervened and said, '^I think this is it," handing a letter 
to Secretary Mellon, and Secretary Mellon said, '^ Yes,'' and another 
letter was put into the record here. I am very glad, indeed, to have 
that letter. It was the very point at which I wanted to start my 
inquiry. 

Senator Reed. I came by this copy in this way: I asked my 
secretary to inquire from members oi the committee of the House 
what had transpired, and he brought me this copy of the letter. I 
do not want to state it positively, but my understanding is that he 
got it from Mr. Fordney or Mr. Kitchin. 1 can find out exactly where 
he got it. 

Senator La Follette. Well, if it is the letter, that is the important 
thing. 

Senator Reed. I want now to ask the question, Was the interest 
on these loans extended by any order of the Treasury, to your 
knowledge ? 

Secretary Mellon. Is not that stated in that report of Secretary 
Glass ? 

Senator Reed. He states that the matter is to be taken up, but I 
do not think he says that it has been accomplished. He says that he 
got the authority from the Ways -and Means Committee, which is a 
singular authority, and then he says that the negotiations have been 
taken up, and '^ I trust that they will be completed in the near future. ' ' 
Now, I want to know if they were completed and, if so, on what terms 
and conditions and what papers werepas^ed with reference to them. 

Assistant Secretary Wadsworth. Tney were not completed. 

Senator Reed. Theynever were completed ? 

Assistant Secretary Wadsworth. The negotiations, you mean, with 
the foreign countries ? 

Senator Reed. Yes. 

Assistant Secretary Wadsworth. No. 

Senator Reed. So there never has been an extension up to this 
date or any aOTcement to postpone ? 

Senator La Follette. Did you say ''No'' to that question, Mr. 
Wadsworth ? 

Assistant Secretary Wadsworth. There never has been any formal 
extension. 

Senator La Follette. Well, formal or informal. 

Assistant Secretary Wadsworth. I understand that there has 
been no formal extension. 

Senator La Follette. Well, do you understand that there has been 
an informal extension ? 

Assistant Secretary Wadsworth. The interest has not been paid. 

Senator Reed. Has there been some understanding arrived at ? 

Assistant Secretary Wadsworth. The understanmng as outlined 
in that letter. It was followed by a letter from Mr. Fordney, xmder 
date of April 2, addressed to Mr. Houston, the then Secretary of the 
Treasury, which was read here at the first hearing on this bill. May' 
I read that letter ? 
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Senator Reed. Yes. 

Assistant Secretary Wadsworth. It says; 

Referring further to my letter to your predecessor under date of January 19, 1920 — 

That is the letter you have just read, I presume. 

Senator Reed. Yes. 

Assistant Secretary Wadsworth (continuing) : 

wherein I undertook to express the opinion of the members of the Ways and Means 
Committee that, at the time of the enactment of the Liberty loan acts, no thought was 
given to the possibility of the suspension of interest payments on foreign loans and 
that there was no intent on the part of Congress to grant or imply such authority to the 
Secretary, I am instructed by the committee to state that upon further investigation 
a majority of the committee are of the opinion that there is no legislative bar to yoiu: 
proceeding with the extension plan last submitted by you to the committee, although 
such contingency was not, in the mind of the committee at the time the legislation 
authorizing foreign loans was framed. 

With reference to the policy of the plan, the committee feels that in such matters as 
these, where no legislation is pending, it is not in accordance with the best practice 
that standing committees of Congress should express an opinion or advise executive 
departments as to the course to be piursued. 

In the light of the foregoing, therefore, I will be pleased to have you consider ray 
letter of January 19, 1920, as withdrawn. 
Very truly, yours, 

J. W. FoRDNEY, Chairman. 

Senator Reed. That is, they refused to express an opinion ? 

Assistant Secretary Wadsworth. They withdrew that letter of 
January 19, 1920. 

Senator Reed. What I want to get at is this : Is there any under- 
standing, express or implied, which in any way obligates us to extend 
this interest, or that would embarrass us in any way in insisting upon 
the payment of the mterest ? 

Assistant Secretary Wadsworth. I would like the Secretary to 
answer that question. 

Secretary Mellon. I think there was an imderstanding in these 
negotiations, so far as they proceeded. While they were not con- 
cluded, there was that understanding that for two or three years this 
interest would not be insisted upon, but would be deferred and ex- 
tended. 

Senator Reed. Is that, Mr. Mellon, in correspondence in any 
form? 

Secretary Mellon. You will notice in the annual report of Secre- 
tary Houston he makes that statement^ that that was the imderstand- 
ing. 

Senator Reed. But outside of the report of the Secretary, were 
there any papers, any correspondence, anything passing between 
these Governments or their representatives that in any way obli- 
gated this Government, morallj^ or otherwise, to extend these loans ? 

Secretary Mellon. I believe in the negotiations that were carried 
on they virtually conceded that the interest to that extent could not 
be insisted on. 

Senator Reed. Were those negotiations in writing or by word of 
mouth ? 

Secretary Mellon. The negotiations wer carried on orally, but 
there were notes made of the conversations from time to time. 

Senator Reed. Where are those notes ? 

Secretary Mellon. I believe Mr. Wadsworth can answer that 
question. 
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Assistant Secretary Wadsworth. I think they are among the 
papers there. 

The Chairman. What papers, Mr. Wadsworth ? 

Assistant Secretary Wadsworth. The papers that were sent to the 
Judiciary Committee. May I read this statement, Mr. Chairman ? 

Senator Reed. Let us stick to this point. 

Senator La Follette. These are onljr copies, as I understand it. 
Have you the originals ? You say you think they are here ? 

Assistant Secretary Wadsworth. I am not familiar with what is 
in those cases. They were sent up here as being a complete re- 
sponse 

Senator La Follette. You know that there was a memorandum 
made of those conversations, do you not ? 

Assistant Secretary Wadsworth. Excuse mTe; I did not hear that 
question. 

Senator La Follette. You know that there was a memorandum 
made of the conversations with regard to the extension of this interest 
payment, do you not ? 

Assistant Secretary Wadsworth. Yes; I think there were letters 
exchanged during the negotiations for the refunding. 

Senator La Follette. But the wSecretary has just stated that 
those n^otiations, as he understands it, were oral, but that they were 
afterwards reduced to a memorandum. You did not hear that state- 
ment from him, did you ? He just mad^ it a moment ago. 

Assistant Secretary Wadsworth. There were memoranda made of 
the conversations as they went along. 

Senator La Follette. Where are those memoranda ? 

Assistant Secretary Wadsworth. They are all in those boxes ? 

Senator La Follette. The original memoranda or copies ? 

Assistant Secretary Wadsworth. Copies. 

Senator La Follette. Th^i, you have the originals ? 

Assistant Secretary Wadsworth. Presumably we hav©. 

Senator La Follette. Will you produce them and save us the 
trouble of wading throu^ four chests here and spending days hunt- 
ing for that data? Why can not you produce the data right here 
upon the call of this committee at once ? 

Assistant Secretary Wadsworth. We can produce it right from 
those files. 

Senator La Follette. It was a very definite arrangement, was it 
not ? It provided for the extension of interest payments up to April, 
1922, did it not ? 

Assistant Secretary Wadsworth. As I imderstand it, it never 
bound anybody; it was a negotiation which went on with the dis- 
tinct understanding that neither side was in any way bound by it. 

Senator La Follette. The Secretary has just testified here that 
he thinks there was such an understanding as ought to be binding. 
^^ Legally or morally^' was the way the Senator from Missouri pre- 
sented the question. You do not agree with that. But if you will 
produce the memoranda here which cover those conversations, you 
will give this committee an opportunity to form its own opinion on 
the matter. 

The Chairman. Mr. Heffelfingear, can you open that chest and get 
the memoranda now ? 

Mr. Heffelfinger. I think so. 
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Senator Reed. I do not understand — and I want to say this in all 
kindness — why this committee has got to proceed with a corkscrew 
in inquiries of this kind. I do not understand why a straightforward 
statement can not be made and the papers produced. 1 have ex- 
amined a good many witnesses in 35 or 40 years of law practice, and 
I do not understand why this is not stated to us just as it is. 

Sena'tor Curtis, You realize, do you not, that Mr. Wadsworth was 
not in the Treasury Department at the time? He has been there 
only a few months. He has not had time to go over these papers. 

Senator Reed. I should like to say that I have the papers here^ 
and if you will give me sufficient time I can find them. 

The Chairman. Well, bring them here. 

Senator Walsh. How long have you been in office, Mr. Wads- 
worth ? 

Assistant Secretary Wadsworth. Since March. May I make a 
statement, Mr. Chairman ? 

The Chairman. Permit Mr. Wadsworth to have an opportunity to 
make a statement. 

Assistant Secretary; Wadsworth. I think at our first hearings I 
described these n^otiations that went on between Mr. Rathbone and 
Mr. Blackett in Europe. Those negotiations were partly by letter 
and partly verbal. Out of them grew the suggested arrangement 
as outlined in that letter that was just read, wnich appears in the 
Secretary's annual report. The letters and the memoranda which 
grew out of those conferences have all been sent up here and are now 
there in proper form and in exactly the sequence and the way in 
wliich they were filed in the Treasury Department, every single 
document. 

Senator Reed. Then, let us have them. 

Assistant Secretarv Wadsworth. And they have been here now 
since last February, 1 think. 

Senator Reed. Let us have them now. Can you find them ? 

The Chairman. Let Mr. Heffelfinger produce any paper called for 
out of these chests. 

Secretary Mellon. Senator Reed, whUe those are being produced, 
I would like to state that this report of Secretary Houston refers to 
this understanding that we spoke of. Mr. Wadsworth has that report. 

Senator Reed. All right. What is that page, Mr. Wadsworth, that 
you are going to read from ? 

Assistant Secretary Wadsworth. As to the situation with regard 
to the interest ? 

Senator Reed. Yes. 

Assistant Secretary Wadsworth. Page 58. 

Senator Reed. Well, that is the page I read from. 

Assistant Secretary Wadsworth. i ou have read that. 

In the early autumn of 1919 the Treasury informed the treasuries of the European 
Governments to which it had made advances, that it was prepared, in case they so 
desired, to discuss with them the exchange of the demand notes for long-time obliga- 
tions, and in that connection the deferring of interest collection during the recon- 
struction period of two or three years from the spring of 1919. 

Now, that was done during these negotiations which Mr. Rathbone 
carried on in Paris. 

Secretary Melix>n. Which, you will observe, is a statement to 
those governments that their interest will be deferred. That is the 
understanding to which I referred. 



102 REFUNDINO OF OBLIGATIONS OF FOBEIGN GOVEBNIVIENTS. 

Senator Watson. Let me ask you this question, Mr. Secretary: 
Whatever Secretary Houston may have said or done or thought, and 
whatever Secretary Glass may have said or done or thought in con- 
nection with this proposition, do you consider yourself bound by 
those understandings to extend this interest payment period ? 

Secretary Mellon. When representation was made by the Secre- 
tary of the Treasury to the foreign Governments that they could 
regard that interest as being deferred, I consider that the Government 
of the United States is under obligation to defer it. 

Senator Watson. That is what I want to get at. Have you had 
any correspondence with any of the chancellors of European Govern- 
ments with regard to that question ? 

Secretary Mellon. Ovlj the letter to the British ambassador, 
which was brought here, giving him the status of the British claims. 

Senator Reed. Where is that letter ? 

Senator Watson. May I proceed for a minute ? 

Senator Reed. Well, let us get that letter. 

Senator Walsh. And I suppose he wants to add also the conversa- 
tion which was referred to yesterday. 

Senator Watson. What else beside this letter of which you spoke 
and this statement with regard to those understandings have you in 
the Treasury upon which to base your decision as to your future 
policy? 

Secretary Mellon. What is that? 

Senator Watson. You say you have a letter here, to which you 
just now referred. 

Secretary Mellon. That is a letter to the British ambassador, 
giving him a statement of the British indebtedness. 

Senator Watson. When was that letter written and by whom 
and to whom ? 

Secretary Mellon. Mr. Wadsworth has it there. 

Senator Reed. Let us have the letter read. 

Assistant Secretary Wadsworth. The letter was written on May 
11, 1921, by the Secretary of the Treasury, Mr. Mellon, to the Britisa 
ambassador. 

The Chairman. Wait a moment. Senator Reed wants it read. 

Senator Reed. Yes. 

The Chairman. Will you read the letter, Mr. Wadsworth, and let 
it be printed in the record ? 

Senator Watson. Read it if it has in it any statement as to what 
your policy would be with reference to this extension of time. If it 
has nothing to do with that, there is no use in reading it. 

Senator La Fo'llette. It bears upon this subject and I would like 
to have it produced. 

The Chairman. Let it be read and printed in the record. I am in 
favor of disclosing the truth, but not in favor of prolixity or delay. 
I want to get the truth as rapidly as we can and expose it in all its 
nakedness. 

Senator Reed. That suits me. 

The Chairman. There is no one that abhors autocratic secret 
methods reliating to Government more than t do. 

Senator Reed. Unless it is I. 

Secretary Mellon. On refreshing my memory as to the letter, I 
do not see anything referring to the question of deferring interest. 
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It is a letter giving to the British ambassador a statement of the 
claims, the conditions of the indebtedness up to this time, and re- 
ferring to the negotiations which had been held. 

Senator Reed. That would be very illuminating on the whole 
question. Let us have the letter. 

The Chairman. Read the letter, Mr. Wadsworth, please. 

(Assistant Secretary Wadsworth thereupon read the letter of May 
11, 1921, from the Secretary of the Treasun^ to the British ambassador 
which will be foimd printed in full as *' Wadsworth Exhibit No. 2,'' 
at the end of to-day's hearing.) , 

Senator Reed. Are those documents attached to that letter? 

Assistant Secretary Wadsworth. They are all attached. 

Senator Watson. There is nothing with regard to the extension 
of interest payment, Mr. Secretary? 

Secretary Mellon. No. 

Senator Watson. Have you had any commimication of any kind 
from any of the officials of any of the countries of Europe that owe 
us money with regard to the extension of interest payment? 

Secretary Mellon. No. 

Senator Watson. Have you written any letters or had any sort of 
understanding with them verbally with regard to an extension of 
pavment of interest ? 

Secretary Mellon. No. 

Senator Watson. A while ago you said that if these understand- 
ings had been had hitherto by previous Secretaries of the Treasury, 
or either of them, with regard to the extension ofpayment of interest 
you would be bound by those understandings. What evidence have 
you in your department of such imderstandings ? 

Secretary Mellon. There is a statement of the Secretary of the 
Treasury that such representations have been made to these Gov- 
ernments, and that they were advised that if they so desired this 
interest would be deferred. 

Senator Reed. On that 

Senator Watson. Wait a minute. One at a time. 

Senator Reed. I want to get that statement clear. 

Senator Watson. That is what I want to do. You say that the 
Secretary of the Treasury said that statements had been made of 
that character. Who made those statements and what evidences 
are there in writing of those statements ? 

Secretary Mellon. I do not know, other than those memoranda 
6{ the negotiations. 

Senator Watson. You have not looked them up, then ? 

Secretary Mellon. No. 

Senator Watson. So that this statement made by the Secretary 
of the Treasurv, Mr. Houston, that Mr. Wadsworth has read from 
is the only eviaence of that kind that you have, is it. 

Secretary Mellon. I would not be sure that there is not other 
evidence. ' I rather think there is. 

Senator Watson. Have you seen those memoranda, Mr. Wads- 
worth, to which Mr. Houston refers, the memoranda accompanying 
the conversations with regard to the extension of interest when these 
people met to discuss the matter. 

Assistant Secretary Wadsworth. They are right here. Here they 
are. 
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Senator Watson. You have them here ? 

Assistant Secretary Wadswobth. This is the result of their nego- 
tiations. 

Senator Watson. Attached to the letter ? 

Assistant Secretary Wadsworth. Yes. 

Senator Watson. Then, what is Mr. Heffelfinger looking up iiL 
these boxes ? 

Senator La Follette. This is only the correspondence, is it not ? 

Senator Watson. This is the correspondence. 

Senator La Follette. But have you attached to the letter of 
Secretary Mellon as one of the matters referred to the memoranduncL 
made of the verbal conversation ? 

Assistant Secretary Wadsworth. No; those are all in these files. 

Senator La Follette. You have seen that memorandum, have 
you not, and you have the original of it in your possession, have you 
not? 

Assistant Secretary Wadsworth. As these negotiations went 
on 

Senator La Follette. Just answer that question. 

Assistant Secretary Wadsworth. I am not quite sure as to whick 
memorandum you refer. * 

Senator La Follette. I mean the memorandum that embodied 
the conversations that had been had. 

Assistant Secretary Wadsworth. I was going to say that as these 
conversations went on Mr. Rathbane wrote and telegraphed freelv U> 
the Treasury here, and all those letters and all those cablesraims wnicli 
constitute the memoranda of those conversations are here now in 
these boxes. 

Senator Reied. But there is attached to a letter which you have 
just read 

Senator La Follette. Before he leaves that — if yo*u will pardon 
me, Senator Reed — was there embodied in that — ^for convenience I 
will call it a commitment — ^made by Secretary Houston — was there 
embodied a plan for taking up the accrued interest, a definite plan,, 
something like this: One-thirtieth the first year, one-thirtieth the 
second year, one-fifteenth the third year 

Assistant Secretary Wadsworth. That is all as far as England is 
concerned. It is in these memoranda here. This letter is based upon 
the general plan which these memoranda set forth. 

Senator La Follette. Just to conclude my Question — one-fifteenth 
the fourth year, and following that eight yearly installments of one^ 
twelfth, these fractions making the complete third? Is there data, 
to show that there was that sort of an understanding arrived at ? 

Assistant Secretary Wadsworth. I think it is in these memoranda. 
I am not familiar enough with the figures. I do not know what 
those figures are that you are reading from, but these memoranda 
set forth the plan as outlined in this letter to Mr. Fordney for paying 
up the back interest. 

Senator La Follette. Was there any discussion touching the 
payment of the deferred interest ? 

Assistant Secretary Wadsworth. I do not recall any; no. 

Senator La Follette. The suspended interest at this time amounts, 
to over $40,000,000, does it not ? 
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Assistant Secretary Wadsworth. I could not say offhand. I have 
just read the amount of the suspended interest. 

Senator Reed. There is attacned to the letter which you read here 
these various documents referred to in the letter, and they form the 
basis on which the letter is written. Will you let us have those 
documents ? 

Assistant Secretary Wadsworth. I am filing them with the com- 
mittee now. 

Senator Reed. May I see them? I want the privilege of looking 
over them a little bit, but before I do that I want to ask the Secretary 
of the Treasury one question to clear up a matter. 

The Chairman. May I interrupt you a moment ? Let the papers 
be produced and identified in the stenographic notes, so that here- 
after we may not engage in any altercation as to the identity of them. 
Let Mr. WaHsworth state what papers he is handing to Senator Reed 
at his request. 

Senator Reed. I will identify them. The table showing the de- 
ferred interest is marked ^^ Wadsworth Exhibit No. 1.^' Tnis docu- 
ment also shows the interest paid by the nations. ^'Wadsworth 
Exhibit No. 2'' is a letter dated May 11, 1921, from the Secretary of 
the Treasury to the British ambassador, which was read by the 
witness. The documents attached to the foregoing letter are identified 
as follows: Draft of May 10, '' Wadsworth Exhibit No. 3"; draft of 
May 22, '^ Wadsworth Exhibit No. 4"; draft of April 30, '^Wads- 
worth Exhibit No. 5 '^ ; draft of May 13, '' Wadsworth Exhibit No. 6 " ; 
draft of May 10 (Schedule No. 1), '^ Wadsworth Exhibit No. 7"; 
and draft of May ]£, '^ Wadsworth Exhibit No. 8." 

(The exhibits above referred to will all be found printed in full at 
the close of to-day's hearing.) 

The Chairman. Have they all been produced now ? 

Senator Reed. I think that is all Senator La FoUette called for. 

Senator La FoLLETTE. No; it is not. That third request was 
modified by a suggestion from Senator Walsh, wluch was added as 
No. 6, "Sunmiary of personal conversation and negotiations had by 
the Secretary of the Treasury with respresentatives of foreign 
Governments." 

Senator Curtis. That has not been produced has it ? 

Senator La Follette. Is that produced here ? 

Assistant Secretary Wadsworth. Those memoranda of personal 
conversations which were held are all in the form of cables or letters 
which are on file in these boxes. 

Senator La Follette. But they are not produced by you here 
in connection with these papers which you have before you ? 

Assistant Secretary Wadsworth. No; not produced. They are 
there now. 

Senator Reed. And when they are produced from the files they 
will be identified by the stenographer as exhibits with appropriate 
numbers. 

Senator La Follette. Now, the fourth and fifth requests. 
' Senator Reed. The fourth request was for statements of all 
claims of the United States against foreign Governments. Have you 
that? 
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Assistant Secretary Wadsworth. I have not. I did not quite 
know how to go about getting that information except by sending 
out a general Tetter of inquirj to all the departments dealing witn 
foreign Governments and asking them what claims they had. 

Senatof Curtis. I think Senator La FoUette meant just those 
established claims in your department. 

Senator La FoLLETTE. No; I want to ascertain the indebtedness 
of every character of these Governments to this Government, and the 
interest that the Senate manifested day before yesterday in that 
matter in connection with the payment of the $32,000,000 from the 
War Department will show that there is some basis for that informa- 
tion m the minds of Senators. 

Senator Reed. Senator La FoUette's fifth request was for a state- 
ment showing for each debtor nation the amount of total indebted- 
ness and names of creditor nations with amount of each; the annual 
expenditures of each debtor nation; and the annual revenues of each 
debtor nation. 

Have you made that tabulation ? 

Assistant Secretary Wadsworth. I have endeavored to get in a 
short time what I could. I have here statements as to the national 
debts of certain nations and the budgets of certain nations. I think 
the last one is for the years 1919 or 1919-20. We will endeavor to 
get later information. 

Senator Reed. These are the documents that you produced i 

Assistant Secretary Wadsworth. Those are tne documents. 

Senator Reed. Let them be marked with appropriate exhibit 
numbers. ^ 

(The statement of "National debts of foreign countries'' was 
marked "Wadsworth Exhibit No. 9'' and the "Statement of budget 
statements for 1919 or 1919-20 (or as stated) of Foreign Countries'' 
was marked "Wadsworth Exhibit No. 10", both of which will be 
found printed in full at the end of to-day's hearing.) 

Senator Reed. Now, one matter that you have not produced in 
any form is that in response to request No. 4, "Statements of all 
clainas of United States against foreign governments." Will you not 
endeavor to get that information and fiu'nish it to the committee ? 

Assistant Secretary Wadsworth. I will. 

The Chairman. Has everything else been produced that was 
requested to be produced ? 

Senator La Follette. There are some papers being searched for 
here which if found would complete it. 

The Chairman. If they are found they will cover everything ex- 
cept the claims of this Government agaijist certain foreign nations ? 

Senator Reed. I think we are approaching the getting of these 
documents now, but before we pass from it I want to give the Secre- 
tary of the Treasury an opportunity to clear up one matter. Mr. 
Secretary, I thought you stated that there was an agreement to 
postpone the payment of this interest set out in the report of the 
Secretary of the Treasury of 1920. I presume the Secretary refers 
to this language : 

In the early autumn of 1919, the Treasury informed the treasuries of the European 
Governments to which it had made advances that it was prepared, in case they bo 
desired, to discuss with them the exchange of the demand notes for long-time obli- 
gations, and in that connection the deferring of interest collection during the recon- 
struction periods of two or three years from the spring of 1919. 
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That refers merely to a discussion of the deferring of the interest 
in connection with taking the long-time obligations. A little later 
on it is stated: 

They (the conversations) were continued in Europe in the fall of 1919 and the 
spring of 1920 by Albert Rathbone, then Assistant Secretary of the Treasury, and will 
T)e concluded in Washington. I trust that they will be concluded in the near future. 

I call attention to that language because clearly it shows that the 
negotiations had not been concluded, nor an agreement made. Was 
that the matter contained in the report that you referred to in your 
previous answer? 

Secretary Mellon. That is the report, and in addition to that you 
imderstand these conversations that were carried on recognized that 
understanding that the interest could be deferred by these govern- 
ments. They took that for granted, as I understand it. 

Senator Smoot. Let me call your attention to a statement made by 
Senator Glass on the floor last week, Senator Reed, when the question 
arose as to whether the Secretary of the Treasury had the authority 
to extend the interest. This is what Senator Glass answered : 

Mr. President, I do not take the view which has been expressed by the Senator 
from Utah (Mr. Smoot), and concurred in bv the Senator from Arkansas (Mr. Robinson) 
as to the authority of the Secretary of the Treasiu-y under existing law. It is my view 
that the Secretars^ of the Treasury, under existing law, has full authority to fund the 
indebtedness of foreign nations to this Government, including accrued interest to 
date. So far as I know, it has bever before been questioned that the Secretary of the 
Treasury has full power to fund the principal of foreign obligations to this Government. 
The only question that arose in the discussion of the matter was as to the accrued 
interest. On the 18th day of December, 1919, when I happened to be Secretary of 
the Treasury, I addressed a letter to the chairman of the Ways and Means Committee 
of the House of Representatives, a copv of which I transmitted to the chairman of the 
Finance Committee of the Senate. The concluding paragraph of that letter reads 
as follows: 

"My advisers" — 

That is, the legal advisers of the Secretary of the Treasury — 
"are firmly of the opinion that in connection with and as a part of a general funding 
of the demand obligations into time obligational am duly authorized under the 
Liberty loan acts to spread over subsequent years the interest which would accrue 
during the reconstruction period of, say, two or three years, and to include such 
amounts in the time obligations. If, however, the Ways^ and Means Committee 
of the House, which shared with the Secretary of the Treasury the initial respon- 
sibility for the Liberty loan acts, should question my power so to act, I shall be pleased 
to have you so inform me at once, in order that I may lay before your committee a 
proposal for further enabling legislation. 
"Cordially, yours, 

"Carter Glass. 

"Hon. Joseph W. Fordney, 

* * House of Representatives, * ' 

The report of the Secretary of the Treasury who succeeded me goes on to say — 
which I know to be a fact: 

"The Committee on Ways and Means replied that there was in its opinion no legis- 
lative bar to the procedure proposed." 

And, as a matter of fact, as will appear from the report of Secretary Houston: 

"Negotiations looking to the exchange and, in that connection, the deferring of 
interest collection were undertaken in Washington. They were continued in Europe 
in the fall of 1919 and the spring of 1920 by Albert Rathbone, then Assistant Secretary 
of the Treasury, and will be concluded in Wae hington. ' ' 

As a matter of fact. I think it may be determined that the present Secretary of the 
Treasury took no different view from that as to the major loans and accrued interest. 
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(The exhibits previously referred to are here printed in full, as 
follows:) 

Wads WORTH Exhibit No 1. 

Statement showing obligations of foreign Governments and so-called governments lield by 
the United States, interest accrued and unpaid thereon, up to and including the last 
interest peiiod, and interest heretofore paid on such obligations. 



Country. 



Armenia 

Austria 

Belgium 

Cuba 

Czachoslovakia 

Esthonia 

Finland 

France 

Great Britain.. 

Greece 

Hungary , 

Italy 

Latvia 

Liberia 

Lithuania 

Poland 

Rumania 

Russia 

Serbia 



Total obligations. 



3, 

4, 



1, 



$11, 

24, 

375, 

9, 

91, 

13, 

8, 

350, 

166, 

15, 

1, 

648, 

5, 

4, 
135, 

36, 
192, 

51, 



959, 917. 49 
055,708.92 
280, 147. 37 
025^500.00 
179, 528. 72 
999, 145. 60 
281,926.17 
762, 938. 19 
318,358.44 
000,000.00 
685,835.61 
034,050.90 
132, 287. 14 
25,000.00 
981,628.03 
661, 660. 58 
128^ 494. 94 
601,297.37 
153, 160. 21 



10,141,267,585.68 



Interest accrued 

and unpaid up to 

and including 

last interest 

period. 



11,009,868.67 

721,671.27 

34, 007, 409. 62 



8» 125, 165. 24 

1,389,688.37 

598,339.79 

284, 148, 863. 64 

407,303,283.93 



50,575.07 

161,078,880.80 

386,962.52 

1, 568. 85 

498,162.80 

9, 837, 443. 36 

3,477,534.09 

26, 120, 560. 18 

4,778,797.79 



Total debt to 
United States. 



$12, 969, 

24,777, 

409,287, 

9,025, 

99,304, 

15,388, 

8,880, 

3,634,911, 

4y 673, 621, 

15,000, 

1, 736, 

1, 809, 112, 

5, 519, 

27, 

5, 479, 

145, 499, 

39,606, 

218, 721, 

55, 931, 



786.16 
380.19 
557.99 
500.00 
693.96 
813.97 
265.96 
801.83 
642.37 
000.00 
410.68 
931.70 
249.66 
568.85 
790.83 
108.94 
029.03 
857.56 
958.00 



Interest 

heretofore 

pmd. 



$13,014,918.42 

1,282,369.64 

304, 178 09 



943, 534, 755. 99 11, 084, 802, 341. 67 



139, 570, 376. 13 

244567,185.50 

784, 153. 34 



67,598,862.62 

126, 266. 19 

861.10 



1,290,620.78 
263,313.74 

4,842,634.33 
633, 059. 14 



466,271,688.92 



Wadsworth Exhibit No. 2. 

May 11, 1921. 

My Dear Mr. Ambassador: In accordance with our conyersatioii 
on May 2, on the subject of exchange of obligations of the British. 
Government acquired and held by the Secretary of the Treasury 
under authority of the Liberty loan acts for long-time obligations, 1 
have the honor to inclose herewith copies of various memoranda pre- 
pared by Mr. Rathbone in the spring of 1920 in connection with his 
negotiations with Mr. Blackett in this matter^ as follows : 

1. Copy of draft of May 10 of memorandum entitled '^Extension of 
interest payments and exchange of $4,090,818,358.44, principal 
amount, of obligations of the British Government acquired and held 
by the Secretary of the Treasury under authority of the Liberty loan 
acts of the United States. '^ Notations on the face of the copy in the 
Treasury files of the draft indicate that a copy thereof was handed to 
Mr. Blackett on the same date, and that it was the last draft he 
received of this memorandum. 

2. Copy of draft of Majr 22 of the above memorandum. Notations 
on the face of the copy in the Treasury files of this draft indicate 
that it is the latest draft; that Mr. Blackett did not receive a copy 
thereof, but that it embodies points discussed with him by Mr. 
Rathbone. This draft apparently developed out of conferences 
between Mr. Rathbone ana Mr. Blackett based on the draft of May 10. 

3. Copy of draft of April 30 of memorandum regarding treatment 
of certam obligations of the Governments of France, Italy, Belgium, 
Rumania, Serbia, and, Czechoslovakia held by the American and 
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British Treasuries. This appears to be the latest draft of this 
memorandum, but from notations on the face of the copy in the 
Treasury files of this draft, it appears that pages 4, 5, and 6 were 
redrafted on May 3, and that a copy of the Apru 30 draft with these 
pages so redrafted was handed to Mr. Blackett on May 5. 

4. Copy of draft of May 13 of instrument ^titled '^Schedule 1. 
The Government of the United Kingdom of Great Britain and 
Ireland 5 per cent convertible gold obligation bearing date April 15, 
1919, maturing June 15, 1947. Principal amount, $577,500,000. 
Series A.'' Also copy of draft of May 13 of exhibits referred to in 
such instrument. Notations on the face of the copy in the Treasury 
files of these drafts and of the one described in the next paragraph 
below indicate that a copy thereof was handed to Mr. Blackett and 
that it was the last draft ne received of this instrument and of the 
exhibits thereto. 
• 5. Copy of draft of May 13 of above instrument as thereafter 

revised. A notation on the face of the copy in the Treasury files of 
this revised draft indicates that the changes therein from the drafts 
described in the preceding paragraph were made by Mr. Rathbone 
after discussion with Mr. Blackett of such modifications, but that 
the latter did not receive a copy of the draft thus altered. 

6. Copy of draft of May 10 entitled ^^ Schedule 1. The Government 
of the United Kingdom of Great Britain and Ireland and 5 per cent 
convertible gold obligation bearing date April 15, 1919, principal 
amount $1,467,500,000, Series E.'' A notation on the face of the 
copy in the Treasury files of the draft of May 10 of this instrument 
indicates that a copy thereof was handed to Mr. Blackett on the 
same date. On the face of such copy in the Treasury files appear 
certain pencil alterations made by IVfr. Rathbone at some time after 
May 10. 

7. Copy of draft of May 13 of exhibits mentioned in the instrument 
described in the preceding paragraph. A notation on the face of the 
copy in the Treasun'' files of this draft indicates tha^t a copy thereof 
was handed to Mr. Blackett on the same date. 

8. Copy of the draft described in paragraph numbered 6 above, aa 
revised by Mr. Rathbone in the manner stated in such paragraphs. 
It is not apparent whether Mr. Blackett received a, copy of this draft so 
revised, or whether the changes therein were discussed with him by 
Mr. Rathbone. 

I also inclose for the purpose of completing your files copy of draft 
of May 18 of memorandum entitled Regarding claims by British 
Treasury for reimbursement in dollars for expenditures on behalf of 
France, Italy, Belgium, and C. R. B." A notation on the face of the 
copy in the Treasury files of this draft indicates that it is the latest 
draft, and that a copy thereof was handed to Mr. Blackett on May 
18. I understand that the claims of the British Treasury for reim- 
bursement in dollars referred to in this memorandum have since been 
settled, and it would accordingly seem that this memorandum is no 
longer material in connection with the negotiations now to be re- 
sumed. The inclosed copy of draft thereof is being sent to you, how- 
ever, because the memorandum is referred to in the memorandum 
described in paragraph numbered 3 above, and in order that your 
files on this subject may be complete. 
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The discussions between Mr. Rathbone and Mr. Blackett, who had 
been associated, on behalf of their respective Governments in matters 
having to do with the financing of the Allies, for several years, were 
most informal, and the drafts of memoranda and of forms of pro- 
posed obligations were merely a means of putting on paper, as a con- 
venient basis of dis(5fussion, the suggestions of both. The papers can 
not be said to have been in any sense the drafts or proposals of either, 
and the fact that any provision is contained in them does not indi- 
cate that either was prepared to agree to it. Although I understand 
Mr. Rathbone and Mr. JBlackett were close to an agreement on the 
whole matter, the discussions were suspended before an agreement 
was reached. Therefore, the memoranda relating to these confer- 
ences which I am now bringing to your attention are merely for your 
information toward facilitating further negotiations in the matter. 

When, after you have had an opportunity to examine the inclos- 
ures, you should desire further discussion on this subject, I venture 
to assume that you will communicate such desire. 

I am, my dear Mr. Ambassador, 
Very truly, yours, 

A. W. Mellon. 

The Right Honorable Sir Auckland Geddes, 

Ambassador Extraordinary and Plenipotentiary j 
The British Embassy ^ Washin^on, D. 0. 
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Wads WORTH Exhibit No. 3. 

(Draft of May 10.) 

Paet 2. 

Extension of interest payments and exchange of $4,090,818,358.44 principal amount 
of obligations of the British Government acquired and held by the Secretary of 
the Treasury under authority of the Liberty Loans Acts of the United States. 

I. 

The aggregate of British Government obligations acquired by the 

Secretary of the Treasury $4, 277, 000, 000. GO 

Of which there has been repaid 64, 164, 007. 99 

Balance outstanding 4, 212, 835, 992. 01 

Of the above principal sum there was advanced to Great Britain 

for Pittman silver purchases, net amount 122, 017, 633. 57 

Leaving a balance of obligations in the principal sum of 4, 090, 818, 358. 44 

The foregoing obligations in the principal amount of $4,090,818,358. 44 are those 
dealt with in this Part 2. 

II. 

Of said obUgations of $4,090,818,358.44 

Net amoimt acquired imder the authority of 

the first Liberty Bond Act $1, 155, 000, 000. 00 

Net amount acauired under the authority of 

Libertv Bond Acts subsequent to First 

Liberty Bond Act 2,935,818,358.44 4,090,818,358.44 

The interest on all those of the above-mentioned obligations 
acquired by the Secretary of the Treasury prior to May 15, 19i9y, has 
been paid up to but not subsequent to the following dates, one ofcliga- 






• 
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tion for $30,000,000 is dated May 15, 1919, and carries interest from 
that date: 

Draft of May 12. 
Up to April 15, 1019, as to. . $2, 651, 789, 419. 86 
Up to Mav 15, 1919, as to. . . 1, 412, 028, 938. 58 

Three obligations were $4, 063, 818, 358. 44 

eiven subsequent to 
May 15, 1919, and no 
interest has been paid 
thereon : 

May 22, 1919 10, 000, 000. 00 

May 29, 1919 10, 000, 000. 00 ' 

June 25, 1919 7, 000, 000. 00 

27, 000, 000. 00 $4, 090, 818, 358. 44 

The following table shows the dates to which interest has been 

Eaid in respect to the different classes of obligations given on or 
eforeMay 15, 1919: 

Apnl 15, 1919. May 15, 1919. Total. 

lat Liberty Bond A.ct $1, 155, 000, 000. 00 $1, 155, 000, 000. 00 

Subsequent Liberty Bond 

Acts 1, 496, 789, 419. 86 $1, 412, 028, 938. 58 2, 908, 818, 358. 44 

2, 651, 789, 419. 86 1, 412, 028, 938. 58 4, 063, 818, 358. 44 

In order to bring to a round figure the principal of the obligations 
of the British Government, the exchange of which is conteniplated, 
the British treasury will forthwith pay the principal of demand 
obligations held by the United States Treasury in the amount of 
$818,358.44, togetner with the interest accrued thereon at the rate 
of 5 per cent to the date of payment as to $789,419.86 from April 
15, 1919, and as to $28,928.58 from Ma}^ 16, 1919, thus reducing the 
principal amount of such impaid obligations to $4,090,000,000. 

III. 

The obligations to be given in exchange for the aforesaid demand 
obhgations aggregating $4,090,000,000 m priQcipal amount are to 
be 12 in number, and are to be designated as Series A, B, C, D, E, 
F, G, H, I, J, K, and L. Attached hereto as Schedules I and II, 
respectively, are the forms of obligations Series A and Series E. 
Except as otherwise indicated obligations Series B, C, and D are 
to be in the form of obligations Series A, and obligation Series F, G, 
H, I, J, K, and L are to oe in the form of obligation Series E. 

(1) The obligations of Series A, B, C, and D are to aggregate in 
principal amount the sum of $1,155,000,000, viz, the amount of 
such obligations acquired by the United States under the first Liberty 
loan act, and are to be dated April 15, 1919, and are to mature June 
15, 1947. 

(a) The obligation Series A in the principal amount of $577,500,000 
is to have as interest payment dates April 15 and October 15. 

(&) The obligation Series B in the pnncipal amount of $346,500,000 
is to have as interest payment dates May 15 and November 15. 

(c) The obligation Series C in the principal amount of $115,500,000 
is to have as interest payment dates January 15 and July 15. 
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{d) The obligation Series D in the principal amount of $115,500,000 
is to have as interest payment dates February 15 and August 15. 

(2) The obligation of Series E. F, G, H, and I are to aggregate in 
principal amount $2,908,000,000 and are to mature October 15, 1938. 

(a) The obligation Series E, in the principal amount of $1,467,- 
500,000 is to be dated April 15, 1919, and the dates fixed for interest 
payments and sinking fund p«v*^cnts are to be April 15 and Oc- 
tober 15. 

(6) The obligation Series F in the principal amount of $28,500,000 
is to be dated April 15, 1919, and tne dates fixed for interest pay- 
ments and for sinking fund payments are to be May 15 and Novem- 
ber 15. 

(c) The obligation Series G in the principal amount of $852,000,- 
000 is to be dated May 15, 1919, and the dates fixed for interest pay- 
ments and for sinking fund payments are to be May 15 and Novem- 
ber 15. 

id) The obligation Series H in the principal amount of $293,500,- 
000 is to be dated May 15, 1919, and tne dates fixed for interest pay- 
ments and for sinking fund payments are to be January 15 and July 
15. 

{e) The obligation Series I in the principal amount of $266,500,- 
000 is to be dated May 15, 1919, and the dates fixed for interest pay- 
ments and for sinking; fund payments are to be February 15 and 
August 15. 

(3) The obligations of Series J, K, and L are to aggregate in prin- 
cipal amount the sum of $27,000,000, are to have as dates for interest 
payments and sinking fund payments February 15 and August 15, 
and are to mature October 15, 1938. 

(a) The obligation Series J in the principal amount of $10,000,000 
is to be dated May 22, 1919. 

(6) The obligation Series K in the principal amount of $10,000,000 
is to be dated May 29, 1919. 

(c) The obligation Series L in the principal amount of $7,000,000 
is to be dated June 25, 1919. 

IV. 

The foUowing table indicates generaUy the provisions of the 
attached form of obligation. Series A, regarding the dates and initial 
amount of interest payments and dates and amounts of sinking fund 
payments. Similar provisions in this respect are also made in the 
forms attached of obligations Series B, C, and D, except the deferred 
interest to and inclusive of the first respective interest payment date 
in 1922 will aggregate in the case of obligation Series B something 
more than 15 per cent of the face amount of such obligation, ana 
accordingly the last payment of deferred interest as fixed for May 15, 
1934, wil^be something over three-fourths of 1 per cent; and in the 
case of obligations Series C and D something less than 15 per cent 
of the face amoxmts of such respective obligations, and accordingly 
the last payment of deferred interest as fixed for January 15, 1934, 
and February 15, 1934, respectively, will be something under three- ^ 
fourths of 1 per cent. 
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* 

Interest and sinking fund jwymeDt dates. 


Period 
covered. 


Annual 

interest 

(excess to 

sinking 

fund). 


Annual 
back 

interest. 


Annual 
sinking 
fund in- 
stalment. 


Annual 
total. 


Oct. 15, 1919, to Apr. 15, 1922, both inclusive 


3 years . . 


Per cent. 


Percent. 


Per certt. 


Per cent. 


Oct. 15. 1922, to Apr. 15, 1924, both inclusive 


2 years.. 
2 years.. 

2 years.. 

2 years.. 

4 years.. 

13 years.. 


5 
5 
5 
5 
5 
5 


1* 




51 


Oct. 15, 1924, to Apr. 15, 1926, both indasive 




6* 


Oct. 15, 1926, to Apr. 15, 1928, both inclusive 




6i 


Oct. 15, 1928, to Apr. 15, 1930, both inclusive 


I 

1 


7 


Oct. 15, 1930, to Apr. 15, 1934, both inclusive 

Oct. 15. 1934. to Apr. 15. 1947. both inclusive 


? 









V. 

The following table indicates generally the provisions of the 
-attached form of obligation Series E regarding the dates and initial 
amount of interest payments and dates and amount of sinking fund 

J)ayments. Similar provisions in this respect are also made m the 
orms attached of obligation Series F, G, M, I, J, K, and L, except 
the deferred interest to and inclusive of the first respective interest 
pajment date in 1922 will aggregate in the case of Series F some^ 
thing more than 15 per cent of the face amount of such obligation, 
and accordingly the last payment of deferred interest as fixed for 
May 15, 1934, will be sometning over three-fourths of 1 per cent and in 
the case of obligations Series H, I, J, K, and L, something less than 
15 per cent of the face amount of such respective obligations, and 
accordingly the last payment of deferred interest as fixed for Jan- 
uary 15, 1934, for obligation Series H and February 15, 1934, for 
obligations Series, I, J, K, and L, will be something under three- 
fourths of 1 per cent. 



Interest and sinking fund payment dates. 


Period 
covered. 


Annual 
interest 
(excess to 
sinking 
fund). 


Annual 

back 
interest. 


Annual 
sinking 

fund 
instaU- 

ment. 


Annual 
total. 


Oct. 15. 1919. to Anr. 15. 1922. both inclusive 


Years. 
3 
2 
2 
2 
2 
4 
4 


Per cent. 


Percent. 


Per cent. 


Per cerU. 


Oct. 15. 1922. to Anr. 15. 1924. both inclusive 


5 
5 
5 
5 
5 
5 


1^ 

li 




6 


Oct. 15. 1924, to Anr. 15. 1926. both inclusive 




Oct. 15. 19^. to Anr. 15. 1928. both inclusive 




6| 


Oct. 15. 1928. to Anr. 15. 1930. both inclusive 


1* 

1 


7* 


Oct. 15. 1930. to Anr. 15. 1934. both inclusive 


74 


Oct. 15. 1934. to Anr. 16. 1938. both inclusive : 


6 









VI. 

Anything herein contained to the contrary notwithstanding, it is 
distinctly understood that the Secretarv of the Treasury, m the 
'exercise of his unrestricted discretion shall determine whether or not 
the exchange of obligations contemplated by this arrangement shall 
"be actually made and concluded, and if he shall determine to make 
-such exchange the time when such exchange shall be effected. In 
case the Secretary of the Treasury shall determine not to make such 
•exchange, then this arrangement shall cease to have any future effect 
whatsoever. Nevertheless imtil such exchange is effected or until 
the Secretary of the Treasury has given notice that he is not willing 

56941— 21~PT 4 4 
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to conclude the arrangement for such exchange, neither the prmcipal 
nor the interest will oe demanded on the aforementioned demand 
obligations of the British Government contemplated to be exchanged 
as above provided, except only to the extent that such principal or 
interest would be payable imder the terms of the obligations for 
which it is now contemplated that the same shall be eventually 
exchanged. 

VII. 

Notwithstanding the foregoing and the arrangements made for the 
exchange of obligations and prior or subsequent to the actual ex- 
change, the Secretary of the Treasury reserves the right to meet, in 
whole or in part, any claim arising from, growing out of, or relating 
to the war, of the British Government, or any department or agency 
thereof, against the United States Government, or any department 
or agency thereof, by the surrender of obligations of the British Gov- 
ernment at par and accrued interest then unpaid at the rate of 5 per 
cent per annum from the date thereof, or by calling for the payment 
of such obligations, together with accrued interest thereon then un- 
paid, at the rate of 5 per cent per annum from the date thereof to the 
extent necessary to make pajrment of any such claim or claims. 

VIII. 

It is imderstood that the Secretary of the Treasury has released 
the British Treasury from all its obligations regarding subrogated 
securities so called, as set forth in the letter of Sir Hardman Lever 
to Assistant Secretary of the Treasury Rathbone, bearing date 
July 8, 1919, 

IX. 

Of the demand obligations of the British Government dealt with in 
this Part 2, $16,000,000 principal amount represent advances to 
Great Britain for British purchases of foodstuffs in the United States 
subsequently sold by Great Britain to Austria, all in pursuance of 
arrangements for the relief of Austria made by or on behalf of the 
British, United States, and other Governments. It is contemplated 
that said $16,000,000 principal amoimt of obligations shall form as to 
$8,000,000 principal amount thereof part of the demand obl^ations 
be exchanged for the obligation Series E in the form attached; as to 
$4,800,000 principal amoimt thereof part of the demand obligations 
to be exchanged for the obligation Series G in the form attachea; as to 
$1,600,000 principal amount thereof part of the demand obligations to 
be exchanged for the obligation Series H in the form attached, and as 
to $1,600,000 principal amount thereof part of the demand obliga- 
tions to be exchanged for the obligation Series I in the form attached. 
Notwithstanding any such exchange or the arrangements therefor the 
British Government shall continue obligated to pay and to transfer to 
the Secretary of the Treasury forthwitn upon its receipt thereof, all 

gayments, whether for principal and interest received by Great 
ntain on account of its participation in said measures for the relief 
of Austria until said $16,000,000 principal amount, together with 
interest thereon from April 15, 1919, has been thus paid in full, and to 
otherwise observe and perform its obligations in respect to said 
$16,000,000 advance set forth in letter from United States Commis- 
sioner of Finance Norman H. Davis to Mr. J. M. Keynes of the British 
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treasury dated March 29, 1919, and in subsequent correspondence 
between the American and British Treasuries on the aforesaid subject. 
All payments so made will be appropriately credited upon the obliga- 
tions of the British Government iield by tne United States. 

X. 

If and when the Secretary of the Treasury shall give notice that 
he is prepared to make the exchange of obligations hereinbefore 
contemplated, such exchange will be made at the United States 
Treasury, Washington, D. C, and obligations of the United Kingdom 
of Great Britain and Ireland to the amount and in the forms herein 
provided will be there delivered against the cancellation and surrender 
of demand obligations of said Government in like amount. 

Wadsworth Exhibit No. 4. 

(Draft of May 22.) 

Extension of interest payments and exchange of $4,090,818,358.44 
principal amoimt of obligations of the British Government ac- 
quired and held by the Secretary of the Treasury under authority 
of the Liberty Loan acts of the united States. 

I. 

The £^r!BTegate of British Government obligations acquired by the 

Secretary of the Treasury $4, 277, 000. 000. 00 

Of which there has been repaid 64, 164,007. 99 

Balance outstanding 4, 212, 835, 992. 01 

Of the above principal sum there was advanced to Great Britain 

for Pittman Silver purchases, net amount 122, 017, 633. 57 

Leaving a balance of obligations in the principal sum of 4, 090, 818. 358. 44 

The foregoing obligations in the principal amount of $4,090,818,- 
358.44 are those dealt with in this arrangement. 

II. 

Of said obligations of $4, 090, 818, 358. 44 

Net amount acquired imder the authoritv of 

the first Liberty bond act \... $1, 155, 000, 000. 00 

Net amount acquired under the authority of 
liiberty bond acts subsequent to first Lib- 
erty bond act 2,935,818,358.44 

4,090,818,358.4 4 

The interest on all those of the above-mentioned obligations ac- 
quired by the Secretary of the Treasury prior to May 15, 1919, has 
been paid up to but not subsequent to the following dates (one obli- 
gation for $30,000,000 is dated May 15, 1919, and carries interest 
from that date) : 

JJp to Apr. 15, 1919, as to. . $2, 651, 789, 419. 86 
Up to May 15, 1919, as to. . 1, 412, 028, 938. 58 



Three obligations were 

given subsequent to May 

is, 1919, and no interest 

has been paid thereon: 

Mav 22, 1919 10, 000, 000. 00 

May 29, 1919 10, 000, 000. 00 

June 25, 1919 7, 000, 000. 00 



$4, 063, 818, 358. 44 



27, 000, 000. 00 

?4, 090. 818. 358. 44 
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The following table shows the dates to which interest has been 
paid in respect to the different classes of obligations given on or 
before May 15, 1919: 



• 


Apr. 15, 1919. 


May 15, 1919. 


Total. 


First Liberty bond act 


$1,155,000,000.00 
1,496,789,419.86 




$1,155,000,000.00 


Subsequent jLibertv bond acts 


$1,412,028,938.58 


2,908,818,358.44 




Total 


2,651,789,419.86 


1,412,028,938.58 


4,063,818,358.44 





III. 

Of the above $4,090,818,358.44 principal amount of demand 
obligations of the British Government, $16,000,000 principal amount 
represent advances to Great Britain for British purchases of food- 
stuffs in the United States subsequently sold by Great Britain to 
Austria, all in pursuance of arrangements for the relief of Austria 
made by or on behalf of the British, United States, and other Govern- 
ments. As the repayment of such advance the British treasury 
will pay forthwith the principal of demand obligations held by the 
United States Treasury in the amount of $16,000,000, together with 
interest accrued thereon at the rate of 5 per cent to the date of pay- 
ment as to" $8,000,000 from April 15, 1919, and as to the remaining 
$8,000,000 from May 15, 1919; but such payments shall in no manner 
release the British Government from its undertaking to sell to Aus- 
tria foodstuffs purchased in the United States to the value of 
$16,000,000 as provided in the arrangements for the relief of Austria 
hereinabove referred to. 

In addition, in order to bring to a round figure the principal of 
the obligations of the British Government, the exchange of which 
is contemplated as hereinafter provided, the British treasury will 
also pay forthwith the principal of demand obligations* held by the 
United States Treasury in the amount of $818,358.44, together with 
the interest accrued thereon at the rate of 5 per cent to the date of 
payment as to $789,419.86 from April 15, 1919, and as to $28,938.58 
from May 15, 1919. Payments made in accordance with this Section 
III will be appropriately credited upon the obligations of the British 
Government held by the United States. By the payment thus pro- 
vided for, the principal amount of unpaid obligations, the exchange of 
which is dealt with hereinafter, is reduced to $4,074,000,000. 

IV. 

The obligations to be given in exchange for the aforesaid demand 
obligations aggregating $4,074,000,000 in principal amount are to be 
in series 12 in number, which are to be designated as Series A, B, 
C, D, E, F, G, H, I, J, K, and L, and of a principal amount of 
$1,000,000 each, except in the cases where the total aggregate value 
of the obligations allotted to any series will require one obligation 
within that series of principal amount of less than $1,000,000. 
Attached hereto as Schedules i and II, respectively, are the forms of 
obligations Series A and Series E. Except as otherwise indicated 
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obligations Series B, C, and D are to be in the form of obligation 
Series A, and obligations Series F, G, H, I, J, K, and L, are to be in 
the form of obligation Series E. 

(1) The obligations of Series A, B, C and D are to aggregate in 
principal amount the sum of $1,155,000,000, viz, the amount of such 
obligations acquired by the United States imder the first Liberty 
loan act, and are to be dated April 15, 1919, and are to mature June 
15, 1947. 

(a) The obligation Series A in the principal amount of $577,500,000 
is to have as dates for interest payments and sinking fund payments 
April 15 and October 15. 

(6) The obligation Series B in the principal amount of $346,500,000 
is to have as dates for interest payments and sinking fund payments 
May 15 and November 15. 

(c) The obligation Series C in the principal amount of $115,500,000 
is to have as dates for interest payments and sinking fimd payments 
January 15 and July 15. 

(d) The obligation Series D in the principal amount of $115,500,000 
is to have as dates for interest payments and sinking funds payments 
February 15 and August 15. 

(2) The obligations of Series E, F, G, H, and I are to aggregate in 
principal amount $2,892,000,000 and are to mature October 15, 
1938. 

(a) The obligation Series E in the principal amount of 
$1,459,500,000 is to be dated AprU 15, 1919, and the dates fixed for 
interest payments and sinking fimd payments are to be April 15 
and October 15. 

(6) The obligation Series F in the principal amount of $28,500,000 
is to be dated April 15, 1919, and the dates fixed for interest pay- 
ments and for sinking fund payments are to be February 15 and 
August 15. 

(c) The obligation Series G in the principal amount of $875,700,000 
is to be dated May 15, 1919, and the dates fixed for interest pay- 
ments and for sinking fund payments are to be May 15 and November 
15. 

(d) The obligation Series H in the principal amount of $291,900,000 
is to be dated May 15, 1919, and tne dates fixed for interest pay- 
ments and for sinking fund "payments are to be January 15 and 
July 15. 

(e) The obligation Series I in the principal amount of $236,400,- 
000 is to be dated May 15, 1919, and the dates fixed for interest pay- 
ments and for sinking fxmd payments are to be February 15 and 
Aimist 15. 

(5) The obligations of Series J, K, and L, are to aggregate in prin- 
cipal amoxmt the sum of $27,000,000, are to have as dates for inter- 
est payments and sinking fund payments February 15 and August 
15, and are to mature October 15, 1938. 

(a) The obligation Series J in the principal amount of $10,000,000 
is to be dated Maj 22, 1919. 

(J) The obligation Series K in the principal amount of $10,000,000 
is to be dated May 29, 1919. . 

(c) The obligation Series L in the principal amount of $7,000,000 
is to be dated June 25, 1919. 
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V. 

The obligations of Series A and E, as indicated in the forms attached 
inarked Scnedule 1 and Schedule 2, respectively, will contain pro- 
visions that the interest accruing thereon for the three years period 
endiujg April 15, 1922, shall be paid without compounding upon that 
date in accrued siuns amounting, respectively, to 15 per cent of the 
principal amounts of the respective obligations. Interest thereafter 
shall be paid semiannually on October 15 and April 15 of each year. 
Said obligations shall also contain provisions for sinking fund pay- 
ments on interest payment dates commencing with October 15, 1928, 
and amounting on each such date in addition to the difference 
between 2^ per cent of the original respective principal amounts of 
the obligations and 2^ per cent of the respective principal amounts 
of such obligations outstanding on the interest pajrment dates, to 
one-fourth of 1 per cent from October 15, 1928, to April 15, 1930, both 
inclusive, and to one-half of 1 per cent from October 15*, 1930, to 
April 15, 1947, both inclusive, m the case of obligations Series A, 
and to April 15, 1938, both inclusive, in the case of obligations 
Series E. 

Provisions in these respects are also to be made in the obUgations 
of Series B, C, D similar to those in obligations of Series A, as shown 
in form marked Schedule 1 attached hereto and in obligations of 
Series F, G, H, I, J, K, and L similar to those in obUgations of Series E, 
as shown in form marked Schedule 2 attached hereto, except that 
the accrued interest sum to be paid on the first respective interest 
pajrment dates in the year 1922 will in the case oi obligations of 
Series B amount to something more than 15 per cent of their respec- 
tive principal amounts and in the cases of obligations of Series 0, D, 
F, Bl, I, J, K, and L amount to something less than 15 per cent of 
their respective principal amounts. 

VI. 

Anything herein contained to the contrary notwithstanding, it is 
distinctly understood that the Secretaiy of the Treasury, m the 
exercise of his unrestricted discretion shall determine whether or not 
the exchange of obligations contemplated by this arrangement shall 
be actually made and concluded, and if he shall determine to make 
such exchange the time when such exchange shall be effected. In 
case the Secretary; of the Treasury shall determine not to make such 
exchange, then this arrangement shall cease to have any future effect 
whatsoever. Nevertheless until such exchange is effected or until 
the Secretary of the Treasury has given notice that he is not willing 
to conclude the arrangement for such exchange, neither the principiu 
nor the interest will oe demanded nor paid on the aforementioned 
demand obligations of the British Government contemplated to be 
exchanged as above provided, except only to the extent that such 
principal or interest would be payable under the terms of the obliga- 
tions for which it is now contemplated that the said demand obUga- 
tions may be eventually exchanged. 
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VII. 

Notwithstanding the foregoing and the arrangements made for 
the exchange of obligations and prior or subsequent to the actual 
exchange, tne Secretary of the Treasury reserves the right to meet, 
in whole or in part, any claim arising from growing out of, or re- 
lating to the war, of the British Government, or any department or 
agency thereof, against the United States Government, or any de- 
partment or agency thereof, bv the surrender of obhgations of the 
British Government at par ana accrued interest then unpaid at the 
rate of 5 per cent per annum from the date thereof, or by calling for 
the payment of such obligations, together with accrued interest 
thereon then unpaid, at the rate of 5 per cent per annum from the 
date thereof to the extent necessary to make payment of any such 
claim or claims. 

VIII. 

It is understood that the Secretary of the Treasury has released 
the British Treasury from all its obligations regarding subrogated 
sectirities so called, as set forth in the letter of Sir Hardman Sever 
to Assistant Secretary of the Treasury Rathbone bearing date July 
8, 1919. 

IX. 

If and when the Secretary of the Treasury shall give notice that 
he is prepared to make the exchange of obligations hereinbefore 
contemplated, such exchange will be made at the United States 
Treasury, Washington, D. C, and obligations of the United Kingdom 
of Great Britain and Ireland to the amount and in the forms herein 
provided will be there delivered against the cancellation and sur- 
render of demand obligations of said Government in like amount. 



Wads WORTH Exhibit No, 5. 

(Draft of Apr. 30.) 

Part 4. 

Treatment of certain obligations of the Governments of France, 
Italy, Belgium, Rumania, Serbia, and Czechoslovakia held by the 
American and British treasuries. 

I. 

By the term '' Serbia '' there is intended to be designated not only 
that country as it existed in 1914, but also the Serb, Croat, ana 
Slovene State, and the obligations of Serbia and of said State are 
dealt with together and referred to as the obligations of Serbia. 

II. 

The following table shows the principal amount of demand obliga- 
tions of the respective Governments designated held by the Secretary 
of the Treasury, the principal amounts thereof acquired by virtue of 
the first Liberty bond act and the principal amounts thereof acquired 



1 
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and held under subsequent Liberty loan acts, and as well substantially 
the respective proportions of the whole of said various amounts so 
acquired and held : 




France 

Italy 

Bdglum 

Bumania..- 

Serbia 

Czechoslovakia 



12,935,330,800 

1,626,388,986 

338.735,000 

25,000,000 

26,780,465 

56,524,041 



Fii^ Liberty bond act. 


Principal 
amount. 


Approxi- 
mate pro- 
portion. 


$650,000,000 

175,000,000 

35,000,000 


Per eefnt. 
22 
11 
10 


1,500,000 


6 







Llbmty bond acts sub- 
sequent to first. 



Principal 
amount. 



$2,285,330,800 

1,451,338,986 

303,735,000 

25,000,000 

25,280,465 

, 56,524,041 



Approxi- 
mate pro« 
portion. 



Percent. 
78 
89 
90 

lOO 
94 

lOO 



The following table shows the dates to which interest has been 

Eaid on the obEgations of the Governments aforesaid acquired and 
eld by the Secretary of the Treasury under the Liberty loan acts: 



Interest paid 
to Apr. 15, 
! 1919, on obliga- 
tions aggre- 
gating. 



France 

Italy 

Belgium 

Rumania 

Serbia 

Czechoslovakia 



$1,590,000,000 

790,000,000 

197,535,000 

10,000,000 

17,000,000 

14,100,000 



Interest paid 

to May 15, 
1919, on obliga- 
tions aggre- 
gating. 



1980,3.30,800.00 

730,500,000.00 

123, 550, 000. 00 

10,000,000.00 

9,718,608.27 

17,090,000.00 



No interest 
paid on obli- 
gations acquir- 
ed since May 4, 
1919, aggre- 
gating. 



S365,000,000,00 

105, 8?8, 886. 09 

17, 650, 000. 00 

5,000,000.00 

61,857.29 

25,334,041.10 



Note.— The Government of Rumania has, in addition^aid $153,610.02 of interest foiling due October 15, 
1919, from the proceeds of certain material theretdfofe SoIdTb the United States War Department. 

Some comparatively small readjustments will yet have to be made before final figures can be obtained 
regarding the final amount of said obligations and to accurately determine in certain cases the proportion 
of the whole advanced under the first Liberty bond act. 

Advances may yet be made to France under a credit heretofore established and transferred to the Bank 
of France, to Italy for dollar reimbursement and possibly for replacement of cereals furnished Austria, to 
Belgium for dollar reimbursement, and to Czechoslovakia for repatriation of tro(H)s. etc. 

Repayment on account of principal ox of accrued, interest or both are anticipated of French obligations 
through the operation of the arrangement set forth ik*Part I, relating to doUar reimbursement and possibly 
to offset any balance that may be due France by the United States War Department, of Bdgian, Ruma- 
nian and Serbian and possibly other obU^tions on final settlement of accounts of American ReUef Organ- 
ization, C. R. B., and other similar organizations, whicdi may show that Treasury advances to eertain 
oountnes for designated purposes exceeaed the amounts required for such purposes. 



It is agreed between the American and British Treasuries in prin- 
ciple that the obligations held by them, respectively, of the countries 
aforesaid should be refunded into obligations of substantially the 
same form, having like dates of maturity, bearing the same rate of 
interest, providing similarly for the postponement of interest (with- 
out compounding threeof ) , and the repayment thereof over the same 
period and in the same proportionate installments. The American 
and British Treasuries are now prepared in the closest cooperation 
and forwith to negotiate with the aforesaid Governments for such ex- 
change of obligations and for such postponement of interest upon 
receipt from said respective debtor Governments of requests for such 
exchange and postponement, setting forth circumstances which jus- 
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tify the deferring of such interest. In general the two treasuries are 
prepared to collaborate in negotiating with such respective Govern- 
ments an arrangement substantially on the lines of part 2 of this ar- 
rangement between the American and British Treasuries. The form 
of the obligations to be given in exchange by said respective debtor 
countries to the two treasuries shall be substantially on the lines of 
the form of obligations attached to part 2 of this arrangement, with 
such modifications as may be required by the provisions in this part 
4 set forth, or because of the currencies of the respective deotor 
countries and its relation to the currencies of the creditor countries. 
The obligations of said debtor countries to be delivered in exchange 
to the American Treasury shall be payable in gold dollars and those 
to be delivered in exchange to the British Treasury shall be payable 
in pounds sterling with, in each case, similar provisions to those set 
forth in said forms of obligations attached to part 2 for payments 
in currencies of the debtor Grovernments, except that obligations 
receivable by the British Treasury from France mav be payable in 
dollars to the extent of $ In the exchange of obliga- 
tions of each of said debtor Governments, the obligations of each 
such Government receivable in exchange by the American Treasury 
are to mature June 15, 1947, in respect to a principal amount eoual 
to the principal amount of obligations acquired under the first 
Liberty bond act, and the obligations of each Government to be 
received in exchange by the British Treasury maturing Jxme 15, 
1947, are to bear substantially the same proportion to the entire 
amount of obligations of that Government receivable in exchange 
by the British Treasury (viz, those maturing both on June 15, 1947, 
and on October 15, 1938) as that borne by the obligations of said 
Government to be received by the American Treasurv maturing- 
Jxme 15, 1947, to the entire amount of obligations of said Government 
to be received by the American Treasury (viz, those maturing botk 
on June 15, 1947, and on October 15, 1938). 

V. 

9 t 

In the case of France the willingness of the two treasuries to make 
the arrangement above indicated is dependent upon France agreeing 
in close cooperation with the American and British Treasuries to 
forthwith make arrangements with such of such debtor Governments 
to which France has made advances since July 1, 1914, similar in 
all respect to the arrangements which the Anaerican and British 
Treasuries are prepared to make with such respective Govemments- 

VI. 

In regard to Belgium, Rumania, Serbia and Czechoslovakia, the 
arrangements to be made with said countries mav include a charge 
upon indemnity or reparation payments receivable by them from 
enemy or ex-enemy countries in favor of obligations given (or obli- 
gations received in exchange for those given) on or after November 
11, 1918, for relief or reconstruction purposes (including in that 
term advances for foodstuffs). If either Treasury determines to 
avail of such charge, provision therefor shall be made in the obligar 
tions receivable in exchange by such Treasury, and the other Treasury 



122 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 

may likewise, by similar provision in the obligations receivable bv 
it in exchange, avail also of such charge, which wUl, in each such 
case, inure to the benefit of the respective Treasuries in proportion 
to the amount of the obligations entitled to the benefit thereof re- 
ceivable by the respective treasuries. Similarly France to the 
extent, if any, she has made any such advances to the countries 
designated may obtain a like prportionate benefit of any such charge. 

VII. 

The arrangements to be negotiated with said respective debtor 
countries are to be in all cases subject to provisions similar to those 
set forth in paragraphs VI, VII, and X, of part 2. Authority and 
discretion similar to that retained by the Secretary of the Treasury 
in respect to action by America in regard to obligations held or to 
be held by the American Treasury shall be retained by the Chancellor 
of the Eicheauer in respect to action bj Great Britain in regard to 
obligations held or to be held by the British Treasury. 

VIII. 

The arrangements set forth in this part 4 are solely between the 
American and British Treasuries and may be variecf, modified, or 
abandoned as may be agreed upon between them. No rights here- 
under are intended to be conferred upon any Government other than 
the Governments of the United States and of the United Kingdom of 
Great Britain and Ireland, or upon any treasury other than the Ameri- 
can and British Treasuries. 



Wads WORTH ExHiBrr No, 6. 

(Draft of May 13.) 

Schedule 1. - 

The Government of the United Kingdom of Great Britain and Ire- 
land 5 Per Cent Convertible Gold Obligation, bearing date April 
15, 1919, maturing June 15, 1947. 
Principal Amount $577,500,000, Series A. 

The Government of the United Kingdom of Great Britain and 
Ireland (hereinafter termed the Obligor) , for value received, promises 
to pay to the Government of the United States of America, or as- 
signs, the sum of five hundred seventy-seven million five hundred 
thousand dollars ($577,500,000) on the fifteenth day of June, 1947, 
and to pay interest on said principal amount at the rate of five per 
centum (5%) per annum from the fifteenth day of April, 1919, at 
the times and otherwise as hereinafter provided. The payment of 
interest accruing on this obligation up to the fifteenth day of Apiil, 
1922, is postponed without compounding interest and, save except 
and to the extent hereafter provided, no interest upon this obligation 
shall be payable prior to the fifteenth day of October, 1922. The 
interest accruing during said three year period is hereinafter termed 
the deferred interest. On the fifteenth day of October, 1922, and 
on each and every fifteenth day of April and fifteenth day of October 
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thereafter during the life of this obliffation (said dates being desig- 
nated as the interest-payment dates) a semiannual installment of 
interest shall become due and payable on this obligation equal to 
two and one-half per centum (2^%) of the principal thereof, and on 
the fifteenth day of June, 1947, there shall become due and payable 
the interest accrued at the rate aforesaid from the preceding nf teenth 
day of April. The deferred interest aggregating fifteen per centum 
(15%) of the principal of this obligation snaU become due and payable 
as follows: 

Installments of one-quarter of one per centimi (i%) of the principal 
amount of this obUgation on each and every of the interest payment 
dates from the fifteenth day of October, 1922, to the fiftteenh day of 
April, 1924, both dates inclusive; of one-half of one per centum H) of 
the principal amount of this obliffation on each and every of the 
interest payment dates from the mteenth day of October, 1924, to 
the fifteenth day of April, 1926, both dates inclusive; and of three- 
quarters of one per centum (J%) of the principal amount of this obli- 
;ation on each and every of the interest payment dates from the 

■teenth day of October, 1926, to the fifteenth day of April, 1934, 
both dates mclusive: Provided, however, that if for any thirty-day 
period priod to the payment of all of the said installments of deferred 
interest the average dollar buying cable rate for sterling in New 
York, as fixed by the Federal Keserve Bank of New Yo^ City at 
noon each business day shall equal or be in excess of $4.84 United 
States gold of the present standard of weight and fineness to the gold 
pound sterling of the present standard of weight and fineness, tnen 
there shall become due and payable on the fifteenth day of the next 
succeeding calendar month the total amount remaining unpaid of 
the deferred interest which has accrued up to the date so fixed for 
layment, and if any such payment shall so become due prior to the 
if teenth day of April, 1922, then and in that event the remaining 
deferred interest shall be and become due up to and be payable upon 
each and every fifteenth day of April and fifteenth day of October 
during said three year period subsequent to the date upon which any 
such payment shall so become due. 

Both principal and interest of this obligation will be paid in gold 
coin of the United States of America, of the present standard of 
weight and fineness at the Treasury of the United States in the City 
of Washington, or at the Subtreasury of the United States in the 
City of New York, or, at the option of tne holder hereof, at the Bank of 
England in the City of London, England, in pounds sterling of Great 
Britain, at the fixed rate of exchange of dollars gold of the present 
standard of weight and fineness, 4.8665 to the gold pound sterling 
of the present standard of weight and fineness. 

The principal and interest of this obligation will be paid without 
deduction for, and shall be exempt from, any and all taxation, 
present or future, imposed by autnority of the obligor or its pos- 
sessions or by any political or local taxing authority within the 
British Empire whenever, so long as and to me extent that the ben- 
ficial ownership of this obligation is in (A) the Government of the 
United States or (B) a person or association neither domiciled nor 
ordinarily resident in the United Kingdom of Great Britain and 
Ireland, or (C) a corporation not organized under the laws of the 
United Kingdom of Great Britain and Ireland. 
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From time to time, on or after the fifteenth day of April, 1924, at 
the request of the holder of this obligation, the Obligor, at the United 
States Treasury, Washington, will convert all or any part of the prin- 
cipal amount of this obligation into — 

(1) An equal principal amount of engraved obligations bearing 
interest at the same rate as the principal amount converted, and sub- 
stantially in the form indicated in Exhipjit A, hereto attached, payable 
to bearer and negotiable by delivery, with interest coupons attached, 
in denominations of $50, $100, $500, and $1,000, or registered as ta 
principal and interest and in denominations of $100, $500, $1,000, 
$5,000, $10,000, $50,000, and $100,000; and/or 

(2) An equivalent principal amount, at the fixed rate of exchange 
of dollars gold of the present standard of weight and fineness 4.8665 to 
the gold pound sterlmg of the present standard of weight and fine- 
ness, of engraved obligations bearing interest at the same rate as the 
principal amount converted, and substantially in the form indicated 
m Exhibit B, hereto attached, payable to bearer and negotiable by 
delivery, with interest coupons attached, in denominations of 100 
pounds, 500 pounds, 1,000 pounds, and 5,000 pounds, or registered 
as to principal and interest and in denominations of 50 pounds, 100 
poimds, 500 pounds, 1,000 pounds, 10,000 pounds, and 50,000 pounds. 

At the option of the holder of this obligation, to be exercised by 
such holder at the time of making of each request for conversion, the 
obligations into which at any time the principal of this obligation, or 
any part thereof, shall be so converted may carry the deferred interest 
not theretofore paid, and/or participation in tie sinking fund pay- 
ments payable as hereinafter provided; otherwise, such deferred 
interest and/or such sinking fund payments shall remain payable 
upon and in accordance witl the teWs of this obUgation, notWith- 
standing any such conversion. 

Upon anv such conversion notation shall be made on this obliga- 
tion that the principal amount thereof has been reduced, as of tne 
data from which the obligations issued on such conversion shall bear 
interest, by an amount equal to the aggregate principal amount of 
obligations payable in dollars and equivSent at the rate aforesaid to 
the aggregate principal amoxmt of obligations payable in sterling 
monev issued upon such conversion; and appropriate notation shafl 
also be made on this obhgation to indicate whether the deferred 
interest remaining impaid at the time of such conversion, and/or 
participation in the smking fund payments payable as hereinafter 
provided are carried by the obligations received upon any such con- 
version or remain payable upon and in accordance with the terms of 
this obligation. In case the principal amount of this obUgation, or 
any part thereof, shall be convertea into obligations substantially in 
the form indicated in Exhibit B, hereto attached, the Obligor, forth- 
with and as often as any such conversion shall be made, will cause 
to be promulgated all such rules, regulations and orders as are usual 
and requisite to enable the bonds into which such conversion shall 
be made to be sold and dealt in in the United Kingdom of Great 
Britain and Ireland, and will use its good offices to secure that said 
bonds shall be listed on the London Stock Exchange. 

The Obligor, however, in lieu of making any conversion so requested, 
by giving notice of its election so to do within 10 days of the making 
01 such request for conversion, may, in the manner hereafter provideo. 
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pay and redeem a principal amount of this obligation equal to the 
aggregate of the principal of the obligations called for by such request 
for conversion. After the payment in full of the deferred interest, 
the ObUgor, at its option, by giving notice of its election so to do, 
may, in the manner hereafter provided, pay and redeem the principal 
amount of this obligation, or any part thereof (but if a part not in 
amounts less than $100,000,000 or its equivalent), unless and except 
to the extent that if said principal amount has been specified in any 
such request for conversion made prior to the giving of notice of sucn 
election of payment and redemption. Written notice of any such 
-election by the Obligor shall be delivered to the holder of this obliga- 
tion, and shall specify an interest payment date for such redemption 
and payment not less than three months nor more than six months 
subsequent to the date of delivery of such notice of election. Within 
20 days after the receipt of any such notice of election the holder 
of this obligation may, by notice to the Obligor, determine upon and 
fix any date or dates for such redemption and payment, at one time 
or in installments, not later, however, than 12 months after the 
date specified in such election. 

On the date or dates so fixed, at the option of the holder of this 
obligation, there shall become due and be payable, and the Obligor 
shall have the right to pay and redeem, the principal amount of 
this obligation specified in any such election, and in the installments, 
if any, fixed by any such determination, together with accrued inter- 
est thereon to the date or dates of payment thereof, including all de- 
ferred interest upon such principal amount not theretofore paid: 
Provided^ however , In case the holder of this obligation shall within 
sixty days after the receipt of any such notice of election give notice 
to the Obligor of its determination to receive all or any part of the 
sums payable upon any such redemption in Liberty bonds of the 
United States, then and in that event the Obligor, to the extent so 
specified, shall be entitled only and shall be obligated to effect such 
payment and redemption in such Liberty bonds taken at par and 
accrued and unpaid interest. If said principal amount shall be paid 
hy the Obligor m the manner and on the date or dates fixed as herein 
provided, interest on such principal amount shall thereafter cease. 

In order to enable the holder of this bond, imtil its payment in 
full, at its election, to prevent or curtail the export of gold from the 
TJnited States of America, the Obligor, from time to time, upon the 
request of the holder of this bond deUvered at the British Embassy 
in Washington, during such period or periods as shaQ be specified in 
Any such reauest, will freely and pubhcly offer for sale in New York 
City demand sterling drafts on London at the equivalent of $4.87i 
XJmted States gold of the present standard of weight and fineness to 
the gold pound sterling oi the present standard of weight and fine- 
ness, and during such periods wiU sell such drafts to all bidders at 
said price and forthwith, upon the receipt of the proceeds of all such 
sales, will pay the same to the holder of this obligation, to be by it 
appUed towards the payment in dollars of: First, the total amount 
then unpaid of deferred, interest, and, second, the principal amount 
of this bond, and interest will be adjusted accordingly. 

To provide for the partial amortization before maturity of the prin- 
cipal of this obligation the Obligor shall make the foUowmg payments 
trmed sinking fund payments at the times hereinafter designated, to 
be applied upon the principal amount of this obligation: 
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(a) On the fifteenth day of October, 1928, and on each and every 
interest payment date thereafter to and including the fifteenth day of 
AprU, 1947, an amount equal to the difference between two and one- 
half per centum (2^%), computed upon the sum of $577,500,000 and 
two and one-haK per centum (2^%), computed as of each date upon 
which such sinking fund payment is to be made upon the principal, 
amount of this obligation remaining outstanding and unpaid upon 
each of said respective dates; and 

(h) In addition to the payments provided in subdivision (a), on 
October 15, 1928, the sum of $1,443,750; on April 15, 1929, the sum 
of $1,443,750; on October 15, 1929, the sum of $1,443,750; on April 
15, 1930, the sum of $1,443,750; on October 15, 1930, the sum of 
$2,887,500; on April 15, 1931, the sum of $2,887,500; on October 15, 
1931, the sum of $2,887,500; on April 15, 1932, the sum of $2,887,500; 
on October 15, 1932, the sum of $2,887,500; on April 15, 1933, the 
sum of $2,887,500; on October 15, 1933, the sum of $2,887,500; on 
April 15, 1934, the sum of $2,887,500; on October 15, 1934, the sum 
of $2,887,500; on April 15, 1935, the sum of $2,887,500; on October 
15, 1935, the sum of $2,887,500; on April 15, 1936, the sum of $2,887,- 
500; on October 15, 1936, the sum of $2,887,500; on April 15, 1937, 
the sum of $2,887,500; on October 15, 1937, the sum of $2,887,500; 
on April 15, 1938, the sum of $2,887,500; on October 15, 1938, the 
sum of $2,887,500; on April 15, 1939, the sum of $2,887,500; on Octo- 
ber 15, 1939, the sum of $2,887,500; on April 15, 1940, the sum of 
$2,887,500; on October 15, 1940, the sum of $2,887,500; on April 15, 
1941, the sum of $2,887,500; on October 15, 1941, the sum of $2,887,- 
600; on April 15, 1942, the sum of $2,887,500; on October 15, 1942, 
the sum of $2,887,500; on April 15, 1943, the sum of $2,887,500; on 
October 15, 1943, the sum of $2,887,500; on April 15, 1944, the sum 
of $2,887,500; on October 15, 1944, the sum of $2,887,500; on April 
15, 1945, the sum of $2,887,500; on October 15, 1945, the sum of 
$2,887,500; on April 15, 1946, the sum of $2,887,500; on October 15, 
1946, the sum of $2,887,500; and on April 15, 1947, the sum of 
$2,887,500. 

The aforesaid sinking fund payments shall be made in gold coin 
of the United States of the present standard of weight and fineness 
at the Treasury of the United States in the City of Washington or 
at the subtreasury of the United States in the city of New York, 
or, at the option of the holder hereof, at the Bank of England in the 
city of London, England, in pounds sterling of Great Britain at the 
fixed rate of exchange of dollars gold of the present standard of 
weight and fineness 4.8665 to the gold pound sterling of the present 
standard of weight and fineness; Appropriate notation will be made 
on this obligation of all payments made on account of the principal 
thereof. No reduction m the principal amount of this onligation 
shall in any wise affect or impair the ooHgation of the obUgor to make 
payment of the full amount of the deferred interest as hereinbefore 
provided, and notwithstanding any such payment on account of the 
principal amount the obligation of the obligor to make payment of 
the deferred interest as hereinbefore provided shall remain in full 
force and effect. 

The obligor, not less than three days before there shall become 
payable on this obligation any amount for principal and/or interest, 
current and/or deferred, and whether as sinking fimd payment or 
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through election of redemption or otherwise (except amounts re- 
quired to be paid on account of this obUgation resulting from the sale 
of demand sterling drafts on London) for the purpose of making such 
payments, will deposit the amounts required therefor at the Treas- 
ury of the United States in the city of Washington, or at the sub- 
treasury of the United States in the city of New York. 

If and whenever any of the bonds of the United States issued under 
authority of the act of Congress known as the first Liberty bond act, 
or any bonds issued in conversion of any said bonds, shall be con- 
verted into other bonds of the United States bearing a higher rate 
of interest than 4^ per cent per annum, then and in every such event 
a proportionate prmcipal amount of this obligation shall be by the 
obligor converted par for par at the Treasury of the United States in 
the city of Washington, into an obligation bearing interest at a rate 
exceedmg that previously borne by this obligation by the same 
amount as the interest rate of the bonds of the lluited States issued 
upon such conversion exceed the interest rate of 4^ per cent, but 
not less than the highest rate of interest borne by such bonds of the 
United States, and in other respects identical with this bond. Every 
such conversion shall be made as of the date when the bonds of the 
United States were converted into bonds bearing such higher rate of 
interest, and interest will be adjusted accordingly. 

So long as this obligation remains the property of the Government 
of the United States of America, any notice, request, election, or 
consent under the hand of the Secretary of the Treasury of the 
United States shall be deemed and taken as the notice, request, 
election, or consent of the holder of this obligation; and shall be 
sufficient, if delivered at the British Embassy, Washington; and 
any notice, request, or election from or by the obligor shall be delivered 
to the Secretary of the Treasury at the United States Treasury in 
Washington. 

This obligation bears date April 15, 1919. 

For the Government of the Kingdom of Great Britain and Ireland. 

[Draft May 18.] 
EXHIBIT A TO SCHE^UIiE I. 

(Form of coupon bond payable in dollars.) 
$ No 



The Government of the Kingdom of Great Britain and Ireland 

Converted Per Cent Gold Bonds Maturing June 15, 1947. 

Series . 

The Government of the United Kingdom of Great Britain and 
Ireland (hereinafter termed the obligor), for value received, prom- 
ises to pay to bearer, or, if this bond be registered, then to the regis- 
tered holder hereof, the sum of dollars on the fifteenth day of 

June, 1947, and to pay interest on said principal sum from the 

fifteenth day of , 19 — , at the rate of per centum per 

annum,, payable on the fifteenth day of , 19 — , and semi- 
annually thereafter on the fifteenth days of April and October in 



I 
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each year, and on the date when the principal sum shall mature, but 
only upon the presentation and surrender of the coupons for such 
interest, hereto attached, as severally they mature. (In case the 
converted bonds of this series are to carry all or any part of the 
deferred interest mentioned in the original obligation, appropriate 
provisions dealing with such deferred interest will be here in- 
serted.) 

The principal and interest of this bond will be paid in gold coin 
of the United States of America of the standard of weight and fineness 
existing on the fifteenth day of April, 1919, at the office or agencjr 
which the obligor will establish and maintp,in for that purpose, until 
the payment of all bonds of this series, in the Borough of Manhat- 
tan, city of New York, N. Y., or, at the option of the holder of this 
bondJ«aid principal and interest will be paid at the Bank of England 
in the city of London, in pounds sterling of Great Britain, at the 
fixed rate of exchange of dollars gold of the standard of weight and 
fineness existing on the fifteenth day of April, 1919, 4.86^ to the gold 
pound sterling of the standard of weight and fineness existing on the 
fifteenth day of April, 1919. The principal and interest of this bond 
will be paid without deduction for and shall be exempt from any and 
all taxation, present or future, imposed by authority of the obligor or 
its possessions, or by any political or local taxing authority within the 
United Kingdom of Great Britain and Ireland whenever, so long as 
and to the extent that the beneficial ownership of this bond is in (a) 
the Government of the United State; (b) a person or association 
neither domiciled nor ordinarily resident in the United Kingdom of 
Great Britain and Ireland; or (c) a corporation not organized under 
the laws of the United Kingdom of Great Britain and Ireland. 

This bond is one of a series of converted per cent gold 

bonds of the obligor maturing June 15, 1947, series , aggre- 

Sfating $ in principal amount, bearing distinctive serial num- 

ters and consisting of coupon bonds in the denominations of $50, $100, 
$500, and $1,000, and of fully registered bonds without coupons in 
the denominations of $100, $500, $1,000, $5,000, $10,000, $50,000, and 
$100,000. Under such reasonable regulations as the obligor shall 
prescribe and at its office or agency aforesaid, bonds of this series 
of different authorized denominations, and as well coupon and regis- 
tered bonds, will be interchangeable, in equal aggregate principal 
amounts, upon payment, if the obligor shall require, of a charge 
not exceeding $1 for each new bond issued. Tnis oond may be 
registered as to principal in the name of the holder upon presenta- 
tion of the same for such purpose at the aforesaid office or agency 
of the obligor for notation of such registration thereon; after sucn 
registration no transfer shall be valid unless made by the registered 
holder in person or by his duly authorized attorney and similarly 
noted hereon, but transferability by delivery may be restored by 
transfer to bearer and like notation thereof hereon; no such regis- 
tration shall affect the transferability of the annexed coupons which 
will continue to be payable to bearer. ^ 

(In case the converted bonds of this series are to participate in 
the benefit of all or any part of the sinking-fund payments men- 
tioned in the original obligation, appropriate provisions dealing with 
such sinking-fund payments will be here inserted.) 

For the Government of the United Kingdom of Great Britain 
and Ireland: 
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(Form of coupon.) 

$-— - No 

On — ^^-.__ 15, 19 — , the Government of the United Kingdom of 
Great Britain and Ireland will pay to bearer, at its office or agency 

in the city of New York, the sum of dollars in United States 

gold coin of the standard of weight and fineness existing April 15, 
1919, or, at the option of the holder, at the Bank of England, in the 
city of Liondon, in pounds steriing of Great Britain at tiie fixed rate 
of exchanjge of dollars gold of the standard of weight and fineness 
existing April 15, 1919, 4.86^ to the gold pound sterling of the 
standard of wejight and fineness existing April 15, 1919, being six 

months' interest then due on its converted per cent gold Dond 

maturing June 15, 1947, Series ., numbered 

For the Government of the United Kingdom of Great Britain and 
Ireland : 

(The appropriate changes will be made in coupon payable June 
15, 1947.) 

(Fonn of registered bond payable in dollars.) 

$ No 

The Government of the Kingdom of Great Britain and Ireland Con- 
verted per cent Gold Bonds Maturing June 15, 1947. 

Series: - 

The Government of the United Kingdom of Great Britain and 
Ireland (hereinafter tfermed the Obligor) , for value received, prom- 
ises to pay to , or registered assigns, the 

sum of dollars, on the fifteenth day of June, 1947, 

and to pay interest on said principal sum from the fifteenth day of 
October or the fifteenth day of April next preceding the date of this 
bond, or, if this bond be dated as of any October fifteenth or April 

fifteenth, then from the date of this bond, at the rate of per 

centum per annum, payable semiannually on the fifteenth days of 
April and October in each year and on the date when tlie principal 
sum shall mature. (In case the converted bonds of this series are to 
carry all or any part of the deferred interest mentioned in the Origi-w 
nal Obligation, appropriate provisioiits dealing with such deferred 
interest will be here inserted.) 

The principal and interest of this bond will be paid in ^oid coin 
of the United States of America of the standard of weight and 
fineness existing on the fifteenth day of April, 1919, at the office or 
agency which the obligor will establish and maintain for that pur- 

Eose, until the payment of all bonds of this series, in the Borough of 
[anhftttan, City of New York, N. Y., or, at the option of the holder 
of this bond, said principal and interest will be paid at the Bank of 
EnglajiMl in the City of London, in pounds sterling of Great Britain, 
at the fixed rate of exdiange of dollars gold of the standard of 
weight and finieness existing <m the fifteenth day of April, 1919, 4.86^ 
to the gold pound sterling of the standard oi weight and fineness 
existing on the fifteenth day of April, 1919. The principal and in- 
terest OT this bond will be paid without deduction for and shall be 
exempt from any and all taxation, present or future, imposed by 

56941— 21— FT 4 5 



130 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 

authority of the obligor or its possessions, or by any political or 
local taxing authority within the United Kingdom of Great Britain 
and Ireland whenever, so long as and to the extent that the beneficial 
ownership of this bond is in (a) the Government of the United 
States; (A) a person or association neither domiciled nor ordinarily 
resident in the United Kingdom of Great Britain and Ireland; or 
(<?) a corporation not organized under the laws of the United King- 
dom of Great Britain and Ireland. 

This bond is one of a series of converted per cent gold bonds 

of the Obligor maturing June 16, 1947, Series , aggregating 

$ in principal amount, bearing distinctive serial numbers, 

and consisting of coupon bonds in the denominations of $50, $100, 
$500, and $1,000, and of fully registered bonds without coupons in 
the denominations of $100, $500, $1,000, $5,000, $10,000, $50,000, and 
$100,000. Under such reasonable regulations as the Obligor shall 
prescribe, and at its office or agency aforesaid, bonds of this series 
of different authorized denominations, and as well coupon and regis-* 
tered bonds, will be interchangeable, in equal aggregate principal 
amounts, upon payment, if the DMigor shall require, of a charge not 
exceeding $1 for each new bond issued. This bond is transferable 
by the registered holder, in person or by attorney duly authorized, 
upon the surrender of this bond at the aforesaid office or agency or 
tne Obligor, and a new registered bond, or bond« of like aggregate 
principal amount, and carrying interest from the same date as that 
from which the registered bond surrendered carried interest, will be 
issued to the transferee in exchange therefor .upon payment, if the 
Obligor shall require, of a charge not exceeding $1 for each new bond 
issued. 

(In case the converted bonds of this series are to participate in 
the benefit of all or any part of the sinking-fund payments men- 
tioned in the original obligation, appropriate provisions dealing with 
such sinking-fund payments will be here inserted.) 

Dated 19 . 

For the Government of the United Kingdom of Great Britain 
and Ireland : 

(Draft of May 13, as Revised.) 

Schedule 1. 

The Government of the United Kingdom of Great Britain and Ire- 
land 5 per cent convertible gold obugations, Series A, in the aggre- 
gate prmcipal amount $577,500,000, dated April 15, 1919, maturing 
June 15, 1947. 

The Government of the United Kingdom of Great Britain and Ire- 
land (hereinafter termed the Obligor^, for value received, promises 
to pay to the Government of the United States of America, or as- 
signs, the sum of five hundred seventy-seven million five hundred 
thousand dollars ($577,500,000) on the fifteenth day of June, 1947, 
and to pay interest on said principal amount at the rate of five per 
centum (5%) per annum from the fifteenth day of April, 1919, at the 
times and otherwise as hereinafter provided. The payment of inter- 
est accruing on this obligation up to the fifteenth day of October, 
1921, is postponed without compounding interest and, save, except 
and to the extent hereafter provided, no interest upon this obligation 



REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 131 

shall be payable prior to the fifteenth day of April, 1922. The inter- 
est accruing during said period is hereinafter termed the deferred 
interest. 

On the fifteenth day of April, 1922, and on each and every fifteenth 
day of October and fifteenth day of April thereafter during the life 
of this obligation (said dates being designated as the interest-pay- 
ment dates) a semiannual instalment or interest shall become due 
and payable on this obligation equal to two and one-half per centum 
(2^%) of the principal thereof, and on the fifteenth day of June, 
1947, there shall become due and payable the interest accrued at the 
rate aforesaid from the preceding fifteenth day of April. The de- 
ferred interest shall become due and payable on April 15, 1922: 
Provided, however, that if for any thirty-day period prior to the 
payment of the said deferred interest the average dollar buying cable 
rate for sterling in New York, as fixed by the Federal Reserve 
Bank of New York City at noon each business day, shall equal or, be 
in excess of $4.84 United States gold of the present standard of 
weight and fineness, to the gold pound sterling of the present standard 
of weight and fineness, then there shall become due and payable on the 
fifteenth day of April or the fifteenth day of October next ensuing 
after the expiration of three months from the expiration of said 
thirty-day period the total amount remaining unpaid of the deferred 
interest which has accrued up to the date so fixed for payment, and 
if any such payment shall so become due prior to the fifteenth day of 
October, 1922, then and in that event the remaining deferred interest 
shall be and become due up to and be payable upon each and every 
fifteenth day of April and fifteenth day of October subsequent to the 
date upon which any such payment of deferred interest shall so 
become due. . 

Both principal and interest of this obligation will be paid in gold 
coin of the United States of America of the present standard of 
weight and fineness at the Treasury of the United States in the City 
of Washington or at the Sub-Treasury of the United States in the 
City of New York, or, at the option of the holder hereof, at the 
Bank of England in the City of London, England, in pounds sterling 
of Great Britain, at the fixed rate of exchange of dollars gold of the 
present standard of weight and fineness 4.8665 to the gold pound 
sterling of the present standard of weight and fineness. 

The principal and interest of this obligation will be paid without 
deduction for, and shall be exempt from, any and aU taxation, 
present or future, imposed by authority of the Obligor or its posses- 
sions or by any political or local taxing authority within the British 
Empire whenever, so long as and to the extent that the beneficial 
ownership of this obligation is in (A) the Government of the United 
States or (B) a person or association neither domiciled nor ordi- 
narily resident in the United Kingdom of Great Britain and Ireland, 
or (C) a corporation not organized under the laws of the United 
Kingdom of Great Britain and Ireland. 

From time to time, at the request of the holder of this obligation, 
the Obligor, at the United States Treasury, Washington, will convert 
all or any part of the principal amount of this obligation into — 

(1) An equal principal amount of engraved obligations bearing 1 

interest at the same rate as the principal amount converted, and sub- 
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stantially in the form indicated in Exhibit A, hereto attached, pay- 
able to bearer and negotiable by delivery, with interest coupons 
attached, in denominations of $50, $100, $500, and $1,000, or regis- 
tered as to principal and interest and in denominations of ^100, $500, 
$1,000, $5,000, $10,000, $50,000, and $100,000; and/or 

(2) An equivalent principal amount, at the fixed rate of exchange 
of dollars gold of the present standard of weight and fineness 4.8665 
to the gold pound sterling of the present standard of weight and fine- 
ness, of engraved obligations bearing interest at the same rate as the 
principal amount converted, and substantially in the form indicated 
in Exhibit B, hereto attached, payable to bearer and negotiable by 
delivery, with interest coupons attached, in denominations of 100 
poundfe, 500 pounds, 1,000 pounds and 5,000 pounds, or registered as 
to principal and interest and in denominations of 50 pounds, 100 
pounds, 500 pounds, 1,000 pounds, 10,000 pounds, and 50,000 pounds. 

At the option of the holder of this obligation, to be exercised by- 
such holder at the time of making of each request for conversion, the 
obligations into which at any time the principal of this obligation, or 
any part thereof, shall be so converted may carry the deferred interest 
not theretofore paid, and/or participation in the sinking fund pay- 
ments payable as hereinafter provided ; otherwise, sugh deferred in- 
terest and/or such sinking fund payments shall remain payable upon 
and in accordance with the terms of this obligation, notwithstanding 
anv such conversion. 

Upon any such conversion notation shall be made on this obliga- 
tion that the principal amount thereof has been reduced, as of the 
date from which the obligations issued on such conversion shall bear 
interest, by an amount equal to the aggregate principal amount of 
obligations payable in dollars and equivalent at the rate aforesaid to 
the aggregate principal amount of obligations payable in sterling 
money issued upon such conversion ; and appropriate notation shall 
also be made on this obligation to indicate whether the deferred in- 
terest remaining unpaid at the time of such conversion, and/or par- 
ticipation in the sinking fund payments payable as hereinafter pro- 
vided is carried hy the ooligations received upon any such conversion 
or remain payable. upon and in accordance with the terms of this 
obligation. In case the principal amount of this obligation, or any 
part thereof, shall be converted into obligations substantially in the 
form indicated in Exhibit B, hereto attached, the Obligator, forth- 
with and as often as any such conversion shall be made, will cause 
to be promulgated all such rules, regulations, and orders as are usual 
and requisite to enable the bonds into which such conversion shall be 
made to be sold and dealt in in the United Kingdom of Great Britain 
and Ireland, and will use its good offices to secure that said bonds 
shall be listed on the London Stock Exchange. 

The obligor, however, in lieu of making any conversion so re- 
quested, by giving notice of its election so to do within ten days of 
the making of such request for conversion, may, in the manner here- 
after provided, pay and redeem a principal amount of this obliga- 
tion equal to the aggregate of the principal of the obligations called 
for by such request for conversion. Written notice of any such elec- 
tion by the Obligor shall be delivered to the holder of this obligation 
and shall specify date for such redemption and payment not less than 
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thirty days nor more than three months subsequent to the date of de- 
livery of such notice of election. Within twenty days after the re- 
ceipt of any such notice of election, the holder of this obligation may, 
by notice to the Obligor, determine upon and fix any date or dates 
for such redemption and payment, at one time or in instalments, not 
later, however, than twelve months after the date specified in such 
election. On the date or dates so fixed there shall become due and be 
payable in dollars or in sterling or in both dollars and sterling as the 
holder of this obligation shall determine the principal amount of this 
obligation specified in any such election, and in the instalments, if 
any, fixed by any such determination, together with accrued interest 
thereon to the date or dates of payment thereof. If said principal 
amount shall be paid by the Obligor in the manner and on the date 
fixed as herein provided, interest on such principal amount shall 
thereafter cease. 

In order to enable the holder of this bond, until its payment in full, 
at its election, to prevent or curtail the export of gold from the United 
States of America, the obligor, from time to time, upon the request 
of the holder of this bond, delivered at the British Embassv in Wash- 
ington, during such period or periods as shall be specified in any 
such request, will freely and publicly offer for sale in New York City 
demand sterling drafts on London at the equivalent of $4.87^ United 
States gold of the present standard of weight and fineness to the 
gold pound sterling of the present standard of weight and fineness, 
and during such periods will sell such drafts to all bidders at said 
price and forthwith, upon the receipt of the proceeds of all such 
sales, will pay the same to the holder of this obligation, to be by it 
applied toward the payment in dollars of, first, the total amount then 
unpaid of deferred interest; and, second, the principal amount of 
this bond, and interest will be adjusted accordingly. 

This obligation is one of a series of obligations of the Government 
of the United Kingdom of Great Britain and Ireland designated as 
its 6% convertible gold obligations. Series A, of like date and tenor, 
to an aggregate principal amount of $577,500,000. 

To provide for the partial amortization before maturity of the 
principal of the obligations of said Series A the obligor shall make 
the following payments termed sinking fund payments at the times 
hereinafter designated, to be applied upon the principal amount of 
the obligations of said Series A. 

(a) On the fifteenth day of October, 1928, and on each and every 
interest payment date thereafter to and including the fifteenth day of 
April, 1947, an amount equal to the difference between two and one- 
half per centum (2^%), computed upon the sum of $577,500,000, and 
two and one-half per centum (2J%), computed as of each date upon 
which such sinking fund payment is to be made upon the principal 
amount remaining unpaid upon each of said* respective dates on the 
obligation of said Series A ; and 

(fe) In addition to the payments provided in subdivision (a)^ on 
October 15, 1928, the sum of $1,443,750 ; on April 15, 1929, the sum 
of $1,443,750; on October 15, 1929, the sum of $1,443,750; on April 15, 
1930, the sum of $1,443,750; on October 15,. 1930, the sum of $2,887,- 
600 ; on April 15, 1931, the sum of $2,887,500 ; on October 15, 1931, the 
sum of $2,887,500 ; on April 15, 1932, the sum of $2,887,500 ; on Oc- 
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tober 15, 1932, the sum of $2,887,500 ; on April 15, 1933, the sum of 
$2,887,500; on October 15, 1933, the sum of $2,887,500; on April 15, 
1934, the sum of $2,887,500; on October 15, 1934, the sum of $2,887,- 
500; on April 15, 1935, the sum of $2,887,500; on October 15, 1935, the 
sum of $2,887,500 ; on April 15, 1936, the sum of $2,887,500 ; on Oc- 
tober 15, 1936, the sum of $2,887,500 ; on April 15, 1937, the sum of 
$2,887,500; on October 15, 1937, the sum of $2,887,500; on April 15, 
1938, the sum of $2,887,500 ; on October 15, 1938, the sum of $2,887,- 
500 ; on April 15, 1939, the sum of $2,887,500 ; on October 15, 1939, the 
sum of $2,887,500 ; on April 15, 1940, the sum of $2,887,500 ; on Oc- 
tober 15, 1940, the sum of $2,887,500; on April 16, 1941, the sum of 
$2,887,500 ; on October 15, 1941, the sum of $2,887,500 ; on April 15, 
1942; the sum of $2,887,500; on October 15, 1942 the sum of $2,887,- 
500 ; on April 15, 1943, the sum of $2,887,500 ; on October 15, 1943, the 
sum of $2,887,500 ; on April 15, 1944, the sum of $2,887,500 ; on Oc- 
tober 15, 1944, the sum of $2,887,500 ; on April 15, 1945, the sum of 
$2,887,500 ; on Otetober 15, 1945, the sum of $2,887,500 ; on April 15, 
1946, the sum of $2,887,500 ; on October 15, 1946, the sum of $2,887,- 
500; and on April 15, 1947, the sum of $2,887,500. 

The aforesaid sinking fun payments shall be made in gold coin of 
the United States of the present standard of weight and fineness at 
the Treasury of the United States in the city of Washington or at the 
Subtreasury of the United States in the city of New York, or, at the 
option of the holder hereof, at the Bank of England in the citv of 
London, England, in pounds sterling of Great Britain at the nxed 
rate of exchange of dollars gold of the present standard of weight 
and fineness 4.8665 to the gold pound sterling of the present standard 
of weight and fineness. Appropriate notation will be made on the 
obligations of said Series A of all payments made on account of the 
principal thereof. 

The Obligor, not less than three days before there shall become 
payable on this obligation any amount for principal and/or interest, 
current and/or deferred, and whether as sinking fund payment or 
through election of redemption or otherwise (except amounts re- 
quired to be paid on account of this obligation resulting from the 
sale of demand sterling drafts on London) for the purpose of making 
such payments, will deposit the amounts required wierefor at the 
Treasury of the United States in the city of Washington or at the 
subtreasury of the United States in the city of New York. 

If and whenever any of the bonds of the United States issued 
under authority of the Act of Congress known as the First Liberty 
Bond Act, or any bonds issued in conversion of any said bonds, shall 
be converted into other bonds of the United States bearing a higher 
rate of interest than four and one-half per centum (4^%) per an- 
num, then and in every such event a proportionate principal amount 
of the obligations of said Series A shall be by the obligor converted 
par for par at the Treasury of the United States in the City of 
Washington into obligations bearing interest at a rate exceeding that 
previously borne by the obligations of said Series A by the same 
amount as the interest rate of the bonds of the United States issued 
upon such conversion exceed the interest rate of four and one-half 
per centum (4i%), but not less than the highest rate of interest 
borne by such bonds of the United States, and in other respects iden- 
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tical with this bond. Every such conversion shall be made as of the 
date when the bonds of the United States were converted into bonds 
bearing such higher rate of interest, and interest will be adjusted ac- 
cordingly. 

So long as this obligation remains the property of the Government 
of the United States of America, any notice, request, election, or 
consent under the hand of the Secretary of the Treasury of the 
United States shall be deemed and taken as the notice, request, elec- 
tion, or consent of the holder of this obligation, and shall be sufficient, 
if delivered at the British Embassy, Washington, and any notice, 
request, or election from or by the obligor shall be delivered to 
the Secretary of the Treasury at the United States Treasury in 
Washington. 

This obligation bears date April 15, 1919. 

For the Government of the Kingdom of Great Britain and Ireland. 



Wadsworth Exhibit No. 7. 

(Draft of May 10.) 

Schedule 1. 

The Government of the United Kingdom of Great Britain and 
Ireland 6 per cent convertible gold obligation, bearing date April 
15, 1919. 

Principal amount $1,467,500,000. Series E. 

The Government of the United Kingdom of Great Britain and 
Ireland (hereinafter termed the obligor) , for value received, prom- 
ises to pay to the Government of the United States of America, or 
assigns, the sum of one billion four hundred sixty-seven million five 
hundred thousand ($1,467,500,000) dollars on the fifteenth day of 
October, 1938, and to pay interest on said principal amount at the 
rate of five per centum (5%) per annum from the fifteenth day of 
April, 1919, at the times and otherwise as hereinafter provided. 
The payment of interest accruing on this obligation up to the 
fifteenth day. of April, 1922, is postponed without compounding 
interest, and, save, except, and to the extent hereafter provided, no 
interest upon this obligation shall be payable prior to the fifteenth 
day of October, 1922. The interest accruing during said three-year 
period is hereinafter termed the deferred interest. 

On the 15th day of October, 1922, and on each and every 15th 
day of April and 15th day of October thereafter during the life of 
this obligation (said dates being designated as the interest-paying 
dates), a semiannual installment of interest shall become due and 
payable on this obligation equal to 2^ per cent of the principal 
thereof. The deferred interest, aggrefi:atinfi: 15 per cent of the prin- 
cipal of this obligation shall become due and payable as follows: 
Installments of one-quarter of 1 per cent of the principal amount 
of this obligation on each and every of the interest payment dates 
from the 15th day of October, 1922* to the 15th day of April, 1924, 
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both dates inclusive ; of one-half of 1 per cent of the principal amount 
of this obligation on each and every of the interest payment dates 
from the 15th day of October, 1924* to the 15th day of April, 1926, 
both dates inclusive; and of three-quarters of 1 per cent of the 
principal amount of this obligation on each and every of the interest- 
payment dates from the 15th day of October, 1926, to the 15th day 
of April, 1934, both dates inclusive : Provided, however, that if for 
any 30-day period prior to the payment of all of the said installments 
of deferred interest the average dollar buying cable rate for sterling 
in New York, as fixed by the Federal Eeserve Bank of New York 
City at noon each day, shall equal or be in excess of $4.84 United 
States gold of the present standard of weight and fineness to the 
gold pound sterling of the present standard of weight and fineness^ 
then there shall become due and payable on the 16th day of the next 
succeeding calendar month the total amount remaining unpaid of 
the deferred interest which has accrued up to the date so fixed for 
payment, and if any such payment shall so become due prior to the 
15th day of April, 1922, then and in that event the remaining de- 
ferred interest shall be and become due up to and be payable upon 
each and every subsequent 15th day of April and 15th day of 
October during said 3-year period. 

Both principal and interest of this obligation will be paid in gold 
coin of the United States of America, of the present standard of 
weight and fineness at the Treasury of the United States in the city 
of Washington, or at the Sub-Treasury of the United States in the 
city of New York, or, at the option of the holder hereof, at the Bank 
of England in the city of London, England, in pounds sterling of 
Great Britain, at the fixed rate of exchange of dollars gold oi the 
present standard of weight and fineness 4.8665 to the gold pound 
sterling of the present standard of weight and fineness. 

The principal and interest of this obligation will be paid without 
deduction for, and shall be exempt from, any and all taxation, pres- 
ent or future, imposed by authority of the ojDligor or its possessions 
or by any political or local taxing authority within the British Em- 
pire whenever, so long as and to the extent that the beneficial owner- 
ship of this obligation is in (A) the Government of the United 
States or (B) a person or association neither domiciled nor ordi- 
narily resident in the United Kingdom of Great Britain and Ireland, 
or (C) a corporation not organized under the laws of the United 
Kingdom of Great Britain and Ireland. 

From time to time on or after the 15th day of April, 1924, at the 
request of the holder of this obligation, the obligor, at the United 
States Treasury, Washington, will convert all or any part of the 
principal amount of this obligation into : 

(1) An equal principal amount of engraved obligations bearing^ 
interest at tne same rate as the principal amount converted, and 
substantially in the form indicated in Exhibit A, hereto attached, 
payable to bearer and negotiable by delivery, with interest coupons 
attached, in denominations of $50, $100, $500, and $1,000, or regis- 
tered as to principal and interest and in denominations of $100, $500, 
$1,000, $5,000, $10,000, $50,000, and $100,000; and/or 

(2) An equivalent principal amount, at the fixed rate of exchange 
of $4.8665 to the pound sterling, of engraved obligations bearing- 
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interest at the same rate as the principal amount conA^erted, and sub- 
stantially in the form indicated in Exhibit B, hereto attached, pay- 
able to bearer and negotiable by delivery, with interest coupons 
attached, in denominations of 100 pounds, 500 pounds, 1,000 pounds, 
and 5,000 pounds, or registered as to principal and interest and in 
denominations of 50 pounds, 100 pounds, 500 pounds, 1,000 pounds, 
10,000 pounds, and 50,000 pounds. 

At the option of the holder of this obligation, to be exercised by 
such holder at the time of the making of each request for conversion, 
the obligations into which at any time the principal of this obliga- 
tion, or any part thereof, shall be so converted may carry the deferred 
interest not theretofore paid, and/or participation in the sinking 
fund payments payable as hereinafter provided ; otherwise, such de- 
ferred interest and/or such sinking fund payments shall remain pay- 
able upon and in accordance with the terms of this obligation, not- 
withstanding any such conversion. 

Upon any sucb conversion notation shall be made on this obligation 
that the principal amount thereof has been reduced, as of the date 
from which the obligations issued on such conversion shall bear in- 
terest, by an amount equal to the ag^egate principal amount of ob- 
ligations payable in dollars and equivalent at the rate aforesaid to 
the aggregate principal amount of obligations payable in sterling 
money issued upon such conversion; and appropriate notation shall 
also be made on this obligation to indicate whether the deferred in- 
terest remaining unpaid at the time of such conversion, and/or par- 
ticipation in the sinking fund payments payable as hereinafter pro- 
vided are carried by the obligations received ui)on any such conver- 
sion or remain payable in accordance with the terms of this obliga- 
tion. In case the principal amount of this obligation, or any part 
thereof, shall be converted into obligations substantially in the lorm 
indicated in Exhibit B, hereto attached, the obligor, forthwith and 
as often as any such conversion shall be made, will cause to be pro- 
mulgated all such rules, regulations and orders as are usual and 
requisite to enable the bonds into which such conversion shall be 
made to be sold and dealt in in Great Britain and will use its good 
offices to secure that said bonds shall be listed on the London Stock 
Exchange. 

The obligor, howevre, in lieu of making any conversion so re- 
quested, by giving notice of its election so to do within 10 days 
of the making of such request for conversion, may, in the manner 
hereafter provided, pay and redeem a principal amount of this obli- 
gation equal to the aggregate of the principal of the obligations 
called for by such request for conversion. After the payment in 
full of the deferred interest, the obligor, at its option, by giving 
notice of its election so to do, may, in the manner hereafter pro- 
vided, pay and redeem the principal amount of this obligation, or 
any part thereof, unless and except to the extent that if said prin- 
cipal amount has been specified in any such request for conversion 
made prior to the giving of notice of such election of payment and 
redemption. Written notice of any such election by the obligor 
shall be delivered to the holder of this obligation and shall specify 
a date for such redemption and payment not later than 6 months 
from the date of such delivery. Within 20 days after the receipt 
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of any such notice of election, the holder of this obligation may, 
by notice to the obligor, determine upon and fix any date or dates 
for such redemption and payment, at one time or m installments, 
not later, however, than 12 months after the date specified in such 
election. 

On the date or dates so fixed, at the option of the holder of this 
obligation, there shall become due and be payable, and the obligor 
shall have the right to pay and redeem, the principal amount of tnis 
obligation specified in any such election, and in the installments, if 
any, fixed by any such determination, together with accrued interest 
thereon to the date or dates of payment thereof, including all de- 
ferred interest upon such principal amount not theretofore paid; pro- 
vided, however, in case the holder of this obligation shall within 
60 days after the receipt of any such notice of election give notice 
to the obligor of its determination to receive all or any part of the 
sums payable upon any such redemption in Liberty bonds of the 
United States, then and in that event the obligor, to the extent so 
specified, shall be entitled only and shall be obligated to effect such 
payment and redemption in such Liberty bonds taken at par and 
accrued and unpaid interest. If said principal amount shall be paid 
by the obligor in the manner and on the date or dates fixed as herein 
provided, interest on such principal amount shall thereafter cease. 

In order to enable the holder of this bond, until its payment in 
full, at its election to prevent or curtail the export of gold from the 
United States of America, the obliger, from time to time, upon the 
request of the holder of this bond delivered at the British Embassy 
in Washington, during such period or periods as shall be specified 
in any such request, will freely and puolicly offer for sale in New 
York City demand sterling drafts on London at the equivalent of 
$4,874 United States gold of the present standard of weight and fine- 
ness to the gold pound sterling of the present standard of weight 
and fineness, and during such periods wiU sell such drafts to all 
bidders at said price, and forthwith, upon the receipt of the proceeds 
of all such sales, will pay the same to the holder of this obligation, 
to be by it applied toward the payment of, first, the total amount 
then unpaid of deferred interest, whether wholly or in part due or 
not yet due by the terms hereof ; and, second, the principal amount 
of this bond, in dollars, and interest will be adjusted accordingly. 

To provide for the partial amortization before maturity of the 
principal of this obligation the obligor shall make the following 
payments, termed sinking-fund payments, at the times hereinafter 
designated, to be applied upon the principal amount of this obliga- 
tion. 

(a) On the 15th day of October, 1928, and on each and every in- 
terest payment date thereafter, to and including the 15th day of 
April, 1938, an amount equal to the difference between 2^ per cent, 
computed upon the sum oi $1,467,500,000, and 2^ per cent, computed 
as of each date upon which such sinking-fund payment is to be made 
upon the principal amount of this obligation remaining outstanding 
and unpaid upon each of said respective dates ; and 

(&) In addition to the payments provided in subdivision (a) on 
October 15, 1928, the sum of $3.668,750 ; on April 15, 1929, the sum 
of $3,668,750 ; on October 15, 1929, the sum of $3,668,750 ; on April 
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15, 1930, the sum of $3,668,750; on October 15, 1930, the sum of 
$7,337,500; on April 15, 1931, the sum of $7,337,500; on October 15, 
1931. the sum of $7,337,500 ; on April 15, 1932, the sum of $7,337,500 ; 
on October 15, 1932, the sum of $7,337,500 ; on April 15, 1933, the 
sum of $7,337,500; on October 15, 1933, the sum of $7,337,500; on 
April 15, 1934, the sum of $7,337,500 ; on October 15, 1934, the sum of 
$7,337,500 ; on April 15, 1936, the sum of $7,337,500 ; on October 15, 
1935. the sum of $7,337,500 ; on April 15, 1936, the sum of $7,337,500 ; 
on October 15, 1937, the sum of $7,337,500; on April 15, 1937, the 
sum of $7,337,500 ; on October 15, 1937, the sum of $7,337,500 ; and 
on April 15, 1938, the sum of $7,337,500. 

The aforesaid sinking-fund payments shall be made in gold coin of 
the United States of the present standard of weight and fineness at 
the Treasury of the United States in the city of Washington or at 
the Subtreasury of the United States in the city of New York, or, at 
the option of the holder hereof, at the Bank of .England in the city 
of London, England, in gold potmds of Great Britain of the present 
standard of weight and fineness at the fixed rate of exchange of dollars 

fold 4.8665 to the gold pound sterling. Appropriate notation will 
e made on this obligation of all payments made on account of the 
principal thereof. No reduction in the principal amount of this 
obligation subsequent to April 15, 1922, shall in anywise affect or 
impair the obligation of the obligor to make payment of the full 
amount of the deferred interest as hereinabove provided, and not- 
withstanding any such payment on account of the principal amount 
the obligation of the obligor to make payment of the deferred interest 
as hereinabove provided shall remain in full force and effect. 

The obligor, not less than three days before there shall become 
payable on this obligation any amount for principal and/or interest, 
current and/or deferred, and whether as sinking-fund payment or 
through election of redemption in lieu of conversion or otherwise 
(except amounts required to be paid on account of this obligation 
resulting from the sale of demand starling drafts on London) for 
the purpose of making such payments, will deposit the amounts 
required therefor at the Treasury of the United States in the city 
of Washington or at the Subtreasury of the United States in the 
city of New York. 

If and whenever any of the bonds of the United States issued 
under authority of the acts of Congress, known, respectively, as the 
second, third, and fourth Liberty bond acts, or any bonds issued in 
conversion of any said bonds shall be converted into other bonds 
of the United States bearing a higher rate of interest than 4^ per 
cent per annum, then and in every such event a proportionate prin- 
cipal amount of this obligation shall be by the obligor converted par 
for par at the Treasury of the United States in the city of Wash- 
ington into an obligation bearing interest at a rate exceeding that 
previously borne by this obligation by the same amount as the in- 
terest rate of the bonds of the Ignited States issued upon such con- 
version exceed the interest rate of 4J per cent, but not less than the 
highest rate of interest borne by such bonds of the United States, 
and in other respects identical with this bond. Every such conver- 
sion shall be made as of the date when the bonds of the United 
States were converted into bonds bearing such higher rate of interest, 
and interest will be adjusted accordingly. 
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So long as this obligation remains the property of the Govern- 
ment of the United States of America, any notice, request, election, 
or consent under the hand of the Secretary of the Treasury of the 
United States shall be deemed and taken as the notice, request, 
election, or consent of the holder of this obligation, and shall be suf- 
ficient if delivered at the British Embassy, Washington; and any 
notice, request, or election to the Government of the United States 
shall be delivered to the Secretary of the Treasury at the United 
States Treasury in Washington. 

This obligation bears date April 15, 1919. 

For the Government of the Kingdom of Great Britain and Ireland - 



Exhibit A. 

(Form of coupon bond payable in dollars.) 

$ No. 



The Government of the Kingdom of Great Britain and Ireland con- 
verted — per cent gold bonds maturing October 15, 1938. 

Series — 

The Government of the United Kingdom of Great Britain and 
Ireland (hereinafter termed the obligor), for value received, prom- 
ises to pay to bearer, or if this bond be registered then to the regis- 
tered holder hereof, the sum of dollars on the fifteenth 

day of October, 1938, and to pay interest on said principal sum from. 

the fifteenth day of 19 — , at the rate of per centum 

per annum, payable on the fifteenth day of 19 , and. 

semiannually thereafter on the fifteenth days of April and October 
in each year, but only upon the presentation and surrender of the 
coupons for such interest, hereto attached, as severally they mature. 
(In case the converted bonds of this series are to carry all or any 
part of the deferred interest mentioned in the original obligation^ 
appropriate provisions dealing with such deferred interest will be 
inserted here.) 

The principal and interest of this bond will be paid in gold coin 
of the United States of America of the standard of weight and fine- 
ness existing on the fifteenth day of April, 1919, at the office or 
agency which the obligor will establish and maintain for that pur- 
pose, until the payment of all bonds of this series, in the Borough 
of Manhattan, city of Isew York, N. Y., or, at the option of thfr 
holder of this bond, said principal and interest will be paid in the 
city of London, England, in gold pounds sterling of Great Britain 
of the standard of weight and fineness existing on the fifteenth day 
of April, 1919, at the fixed rate of exchange of $4.86^ to the gold 
pound sterling. The principal and interest of this bond will be 
paid without deduction for and shall be exempt from any and all 
taxation, present or future, imposed by authority of the obligor or 
its poossessions, or by any political or local taxing authority within 
the British Empire. 
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This bond is one of a series of Converted per cent gold 

bonds of the obligor maturing October 16, 1938, Series , aggre- 
gating $ ___ in principal amount, bearing distinctive serial 

numbers and consisting of coupon bonds in the denominations of 
$50, $100, $500, and $1,000, and of fully registered bonds without 
coupons in the denominations of $100, $500, $1,000, $5,000, $10,000, 
$50,000, and $100,000, Under such reasonable regulations as the 
obligor shall prescribe and at its oflSce or agency aforesaid, bonds of 
this series of different authorized denominations, and as well coupon 
and registered bonds, will be interchangeable, in equal aggregate 
principal amounts, upon payment, if the obligor shall require, of a 
charge not exceeding $1, for each new bond issued. This bond may 
be registered as to principal in the name of the holder upon presen- 
tation of the same for such purpose at the aforesaid office or agency 
of the obligor for notation of such registration thereon ; after such 
registration no transfer shall be valid unless made by the registered 
owner in person or by his duly authorized attorney and similarly 
noted hereon, but transferability by delivery may be restored by 
transfer to bearer and like notation thereof hereon ; no such registra- 
tion shall affect the transferability of the annexed coupons, which will 
continue to be payable to bearer. 

(In case the converted bonds of this series are to participate in the 
benejfit of all or any part of the sinking fund payments mentioned 
in the original obligation appropriate provisions dealing with such 
sinking fund payments will be inserted here. 

For the Government of the United Kingdom of Great Britain and 
Ireland : 

(Form of Coupon.) 

$ No 

On 15, 19-_, the Government of the United Kingdom 

of Great Britain and Ireland will pay to bearer, at its office or agency 

in the city of New York, the sum of dollars, in United 

States gold coin, or, at the option of the holder, in the city of London, 
England, in gold pounds sterling of Great Britain, at the fixed rate 
of $4.86J to the pound sterling, being six months interest then due 

on its converted — per cent gold bond maturing October 15, 

1938, series numbered 

For the Government of the United Kingdom of Great Britain and 
Ireland : 

(Form of Registered Bond payable In Dollars.) 

$-'. No 

The Government of the Kingdom of Great Britain and Ireland. 

Converted per cent gold bonds maturing October 15, 1938. 

Series 

The Government of the United Kingdom of Great Britain and Ire- 
land (hereinafter termed the obligor), for value received, promises 

to pay to , or registered assigns, the sum of 

dollars on the fifteenth day of October, 1938, and to 

pay interest on said principal sum from the fifteenth day of October 
or the fifteenth day of April, next preceding the date of this bond, 
or if this bond be dated as of any October fifteenth or April fifteenth 
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then from the date of this bond, at the rate of per centum per 

annum, payable semiannually on the fifteenth days of April and 
October in each year. (In case the converted bonds of this series 
are to carrv all or any part of the deferred interest mentioned in the 
original obligation, appropriate provisions dealing with such de- 
ferred interest will be inserted here.) 

The principal and interest of this bond will be paid in gold coin 
of the United States of America of the standard of weight and fine- 
ness existing on the 15th day of April, 1919, at the office or agency 
which the Obligor will establish and maintain for that purpose, 
until the payment of all bonds of this series, in the Borough of Man- 
hattan, city of New York, N. Y., or, at the option of the holder of 
this bond, said principal and interest will be paid in the city of 
London, England, in gold pounds sterling of Great Britain of the 
standard of weight and fineness existing on the 15th day of April, 
1919, at the fixed rate of exchange of $4.86J to the pound sterling. 
The principal and interest of this bond will be paid without deduc- 
tion for and shall be exempt from any and all taxation, present or 
future, imposed by authority of the obligor or its possessions, or 
by any political or local taxing authority within the British Empire. 

This bond is one of a series of converted per cent gold bonds 

of the obligor maturing October 15, 1938, series, aggregating. 

$ . in principal amount, bearing distinctive serial numbers 

and consisting of coupon bonds in the denominations of $50, $100, 
$500, and $1,000 and of fully registered bonds without coupons in 
the denominations of $100, $500, $1,000, $5,000, $10,000, $50,000, and 
$100,000.- Under such reasonable regulations as the Obligor shall 
prescribe and at its office or agency aforesaid, bonds of this series of 
diflFerent authorized denominations and as well coupon and registered 
bonds, will be interchangeable, in equal aggregate principal amounts, 
upon payment, if the Obligor shall require, of a charge not exceed- 
ing $1 for each new bond issued. This bond is transferable by the 
registered holder in person or by attorney duly authorized, upon the 
surrender of this bond at the aforesaid office or agency of the Obligor 
and a new registered bond, or bonds of like aggregate principal 
amount and carrying interest from the same date as that from which 
the registered bond surrendered carried interest, will be issued to the 
transferee ia exchange therefor upon payment, if the obligor shall 
require, of a charge not exceeding $1 for each new bond issued. 

(In case the converted bonds of this series are to participate in the 
benefit of aU or any part of the sinking fund payments mentioned, in 
the Original Obligation, appropriate provisions dealing with such 
sinking fund payments will be inserted here.) 

Dated , 19 

For the Government of the United Kingdom of Great Britain and 
Ireland. 
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[Draft of May 10.] 

SCHEDULE 2. 

The Government of the United Kin/ardom of Great Britain and Ire- 
land 6 per cent convertible gold obligation bearing date April 15, 
1919, maturing October 15, 1938. Principal amount $1,467,500,000. 
Series E. 

The Government of the United Kingdom of Great Britain and Ire- 
land (hereinafter termed the obligor), for value receivedj promises 
to pay to the Government of the United States of America, or as- 
signs, the sum of one billion four hundred sixty-seven million five 
hundred thousand dollars ($1,467,500,000) on the fifteenth day of 
October, 1938, and to pay interest on said principal amount at the 
rate of five per centmn (5%) per annum from the fifteenth day of 
April, 1919. at the times and otherwise as hereinafter provided. The 

Sayment oi interest accruing on this obligation up to the fifteenth 
ay of April, 1922, is postponed without compounding interest and, 
save except and to the extent hereafter provided, no interest upon 
this obligation shall be payable j)rior to the fifteenth daj^ of October, 
1922. The interest accruing during said three-year period is herein- 
after termed the deferred interest. On the fifteenth day of October, 
1922, and on each and every fifteenth day of April and fifteenth day 
of October thereafter during the life ot this obligation (said dates 
being designated as the interest-payment dates), a semiannual in- 
stallment of interest shall become due and payable on this obligation 
equal to two and one-half per centum (2^%) of the principal thereof. 
The deferred interest, aggregating fifteen per centum (15%) of 
the principal of this obligation shall become due and payable as 
follows: Installments of one-quarter of one per centum (i%) of the 
principal amount of this obligation on each and every of the interest- 
payment dates from the fifteenth day of October, 1922, to the fif- 
teenth day of April, 1924, both dates inclusive; oi one-half of one 
per centum (i%) of the principal amount of this obligation on each 
and every oi the interest-payment dates from the fifteenth day of 
October, 1924, to the fifteenth day of April, 1926, both dates inclu- 
sive; and of three-qfuarters of one per centum (i%) of the principal 
amount of this obligation on each and every of the interest-payment 
dates from the fifteenth day of October, 1926, to the fifteenth day 
of April, 1934, both dates inclusive : Provided, however, that if for 
any tnirty-day period prior to the payment of all of the said install- 
ments of deferred interest the average dollar-buying cable rate for 
sterling in New Yort, as fixed by the Federal Reserve Bank of 
New York City at noon each business day, shall equal or be in excess 
of $4.84 United States gold of the present standard of weight and 
fineness to the gold pound sterling of the present standard of weight 
and fineness, then there shall become due and payable on the fifteenth 
day of the next succeeding calendar month the total amount remain- 
ing unpaid of the deferred interest which has accrued up to the date 
so fixed for payment, and if any such payment shall so become due 
prior to the fifteenth day of April, 1922, then and in that event the 
remaining deferred interest shall be and become due up to and be 
payable upon each and every fifteenth day of April and fifteenth 
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day of October during said three-year period subsequent to the date 
u,pon which any such payment shall so become due. 

Both principal and interest of this obligation will be paid in gold 
coin of the united States of America, of the present standard of 
weight and fineness, at the Treasury of the United States in the 
city of Washington or at the Subtreasury of the United States in 
the city of New York, or, at the option of the holder hereof, at the 
Bank of England in the city of London, England, in pounds ster- 
ling of Great Britain, at the fixed rate of exchange of dollars gold 
of the present standard of weight and fineness 4.8665 to the gold 
pound sterling of the present standard of weight and fineness. 

The principal and interest of this obligation will be paid without 
deduction for, and shall be exempt from, any and all taxation, pres- 
ent or future, imposed by authority of the obligor or its possessions 
or by any political or local taxing authority within the British 
Empire whenever, so long as and to the extent that the beneficial 
ownership of this obligation is in (A) the Government of the United 
States, or (B) a person or association neither domiciled nor ordi- 
narily resident in the United Kingdom of Great Britain and Ireland, 
or (C) a corporation not organized under the laws of the United 
Kingdom of Great Britain and Ireland. 

From time to time on or after the fifteenth day of April, 1924, at 
the request of the holder of this obligation, the obligor, at the United 
States Treasury, Washington, will convert all or any part of the 
principal amount of this obligation into — 

(1) An equal principal amount of engraved obligations bearing 
interest at the same rate as the principal amount converted, and sub- 
stantially in the form indicated in Exhibit A, hereto attached, pay- 
able to bearer and negotiable by delivery, with interest coupons at- 
tached, in denominations of $50, $100, $500 and $1,000, or registered 
as to principal and interest and in denominations of $100, $500, 
$1,000, $5,000, $10,000, $50,000 and $100,000; and/or 

(2) An equivalent principal amount, at the fixed rate of exchange 
of dollars gold of the present standard of weight and fineness 
4.8665 to the gold pound sterling of the present standard of weight 
and fineness, of engraved obligations bearing interest at the same 
rate as the principal amount converted, and substantially in the 
form indicated in Exhibit B, hereto attached, payable to bearer 
and negotiable by delivery, with interest coupons attached, in 
denominations of 100 pounds, 500 pounds, 1,000 pounds, and 5,000 
pounds, or registered as to principal and interest and in denomina- 
tions of 50 pounds, 100 pounds, 500 pounds, 1,000 pounds, 10,000 
pounds and 50,000 pounds. 

At the option of the holder of this obligation, to be exercised by 
such holder at the time of the making of each request for conversion, 
the obligations into which at any time the principal of this obliga- 
tion, or any part thereof, shall be so converted may carry the de- 
ferred interest not theretofore paid, and/or participation in the 
sinking fund payments payable as hereinafter provided; otherwise 
such deferred interest and/or such sinking fund payments shall 
remain payable upon and in accordance with the terms of this obliga- 
tion, notwithstanding any such conversion. 
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Upon any such conversion notation shall be made on this obliga- 
tion that the principal amount thereof has been reduced, as of the 
date from which the obligations issued on such conversion shall bear 
interest, by an amount equal to the aggregate principal amount of 
obligations payable in dollars and equivalent at the rate aforesaid 
to the aggregate principal amount of obligations payable in sterling 
money issued upon such conversion ; and appropriate notation shall 
also be made on this obligation to indicate whether the deferred 
interest remaining unpaid at the time of such conversion and/or 
participation in the sinking fund payments payable as hereinafter 
provided aref carried by the obligations received upon any such con- 
version or reinain payable upon and in accordance with the terms 
of this obligation. In case the principal amount of this obligation, 
or any part thereof, shall be converted into obligations substantially 
in the form indicated in Exhibit B, hereto attached, the obligor, 
forthwith and as often as any such conversion shall be made, will 
cause to be promulgated all such rules, regulations, and orders as are 
usual and requisite to enable the bonds into which such conversion 
shall be made to be sold and dealt in in the United Kingdom of 
Great Britain and Ireland and will use its good offices to secure 
that said bonds shall be listed on the London Stock Exchange. 

The obligor, however, in lieu of making any conversion so re- 
quested, by giving notice of its election so to do within 10 days of 
the making of such request for conversion, may, in the manner here- 
after provided, pay and redeem a principal amount of this obliga- 
tion equal to the aggregate of the principal of the obligations called 
for by such request for conversion. After the payment in full of the 
deferred interest, the obligor, at its option, by giving notice of its 
election so to do, may, in the manner hereafter provided, pay and 
redeem the principal amount of this obligation, or any part thereof 
(but if a part not in amounts less than $100,000,000 or its equiva- 
lent) unless and except to the extent that said principal amount 
has been specified in any such request for conversion made prior to 
the giving of notice of such election of payment and redemption. 
Written notice of any such election by the obligor shall be delivered 
to the holder of this obligation and shall specify an interest payment 
date for such redemption and payment not less than three months 
nor more than six months subsequent to the date of delivery of such 
notice of election. 

Within 20 days after the receipt of any such notice of election, 
the holder of this obligation may, by notice to the obligor, determine 
upon and fix any date or dates for such redemption and payment, 
at one time or in installments, not later, however, than 12 months 
after the date specified in such election. On the date or dates so 
fixed, at the option of the holder of this obligation, there shall be- 
come due and be payable, and the obligor shall have the right to pay 
and redeem, the principal amount of this obligation specified in any 
such election, and in the installments, if any, fixed by any such de- 
termination, together with accrued interest thereon to the date or 
dates of payment thereof, including all deferred interest upon such 

Principal amount not therefore paid ; provided, however, in case the 
older of this obligation shall within 60 days after the receipt of 

66941— 21— PT 4 6 
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any such notice of election give notice to the obligor of its determina- 
tion to receive all or any part of the sums payable upon any such 
redemption in Liberty bonds of the United States, then and in that 
event the obligor, to the extent so specified, shall be entitled only 
and shall be obligated to effect such payment and redemption in such 
Liberty bonds taken at par and accrued and unpaid interest. If 
said principal amount shall be paid hj the obligor in the manner 
and on the date or dates fixed as herein provided, interest on such 
principal amount shall thereaftei: cease. 

In order to enable the holder of this bond, until its payment in 
full, at its election to prevent or curtail the export of gold from the 
United States of America, the obligor, from time to time, upon the 
request of the holder of this bond delivered at the British Embassy 
in Washington, during such period or periods as shall be specified in 
any such request, will freely and _publicly offer for sale in New York 
City demand sterling drafts on London at the equivalent of $4.87i 
United States gold of the present standard of weight and fineness to 
the gold pound sterling or the present standard of weight and fine- 
ness, arid during such periods will sell such drafts to all bidders at 
said price and forthwith, upon the receipt of the proceeds of all such 
saleSj will pay the same to the holder of this obligation, to be by it 
applied towards the payment in dollars of first, the total amount 
then unpaid of deferred interest, and, second, the principal amount 
of this bond, and interest will be adjusted accordingly. 

To provide for the partial amortization before maturity of the 
principal of this obligation the obligor shall make the following- 
payments termed sinking fund payments at the times hereinafter 
designated, to be applied upon the principal amount of this obli- 
gation. 

(a) On the 15th day of October, 1928, and on each and every 
interest payment date thereafter to and including the 15th day of 
April, 1938, an amount equal to the difference between 2J per cent^ 
computed upon the sum of $1,467,500,000, and 2J per cent, computed 
as of each date upon which such sinking fund payment is to be made 
upon the principal amount of this obligation remaining outstanding- 
and unpaid upon each of said respective dates ; and 

(&) In addition to the payments provided in subdivision (a) on 
October 15, 1928, the sum of $3,668,750 ; on April 15, 1929, the sum 
of $3,668,750 ; on October 15, 1929, the sum of $3,668,750 ; on April 
15, 1930, the sum of $3,668,750; on October 15, 1930, the sum of 
$7,337,500; on April 15, 1931, the sum of $7,337,500; on October 15^ 
1931, the sum of $7,337,500; on April 15, 1932, the sum of $7,337,500; 
on October 15, 1932, the sum of $7,337,500 ; on April 15, 1933, the 
sum of $7,337,500 ; on October 15, 1933, the sum of $7,337,500 ; on 
April 15, 1934, the sum of $7,337,500 ; on October 15, 1934, the sum 
of $7,337,500 ; on April 15, 1935, the sum of $7,337,500 ; on October 
15, 1935, the sum of $7,337,500; on April 15, 1936, the sum of 
$7,337,500 ; on October 15, 1936, the sum of $7,337,500 ; on April 15^ 
1937, the sum of $7,337,500; on October 15, 1937, the sum of 
$7,337,500 ; and on April 15, 1938, the sum of $7,337,500. 

The aforesaid sinking-fund payments shall be made in gold coin 
of the United States of the present standard of weight and fineness 
at the Treasury of the United States in the city of Washingon or at 
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the Subtreasury of the United States in the city of New York, or, at 
the option of the holder hereof at the Bank of England in the city 
of London, England, in gold pounds sterling of Great Britain at the 
fixed rate of exchange of dollars gold of the present standard of 
weight and fineness 4.8665 to the gold pound sterling of the present 
standard of weight and fineness. Appropriate notation will be made 
on this obligation of all payments made on account of the principal 
thereof. No reduction in the principal amount of this obligation 
shall in any wise affect or impair the obligation of the obligor to 
make payment of the full amount of the deferred interest as here- 
inbefore provided, and notwithstanding any such payment on ac- 
count of the principal amount the obligation of the obligor to make 
payment of the deierred interest as hereinbefore provided shall re- 
main in full force and effect. 

The obligor, not less than three days before there shall become 
payable on this obligation any amount for principal and/or interest, 
current and/or deferred, and whether as sinking fund payment or 
through election of redemption or otherwise (except amounts re- 
quired to be paid on account of this obligation resulting from the 
sale of demand sterling drafts on London) for the purpose of mak- 
ing such payments, will deposit the amounts required therefor at the 
Treasury of the United States in the city of Washington, or at the 
Subtreasury of the United States in the city of New x ork. 

If and whenever any of the bonds of the United States issued 
under authority of the acts of Congress known, respectively, as the 
second, third, and fourth Liberty bond acts, or smy bonds issued in 
conversion of any said bonds, shall be converted into other bonds 
of the L^nited States bearing a higher rate of interest than 4J per 
cent per annum, then and in every such event a proportionate prin- 
cipal amount of this obligation shall be by the obligor converted 
par for par at the Treasury of the United States in the city of Wash- 
ington, into an obligation bearing interest at a rate exceeding that 
previously borne by this obligation by the same amount as the in- 
terest rate of the bonds of the United States issued upon such con- 
version exceed the interest rate of 4J per cent, but not less than the 
highest rate of interest borne by such bonds of the United States, 
and in other respects identical with this bond. Every such conver- 
sion shall be made as of th^ date when the bonds of the United States 
were converted into bonds bearing such higher rate of interest, and 
interest will be adjusted accordingly. 

So long as this obligation remains the property of the Government 
of the United States of America, any notice, request, election or con- 
sent under the haifd of the Secretary of the Treasury of the United 
States shall be deemed and taken as the notice, request, election or 
consent of the holder of this obligation, and shall be sufficient if de- 
livered at the British Embassy, Washington ; and any notice, request, 
or election from or by the obligor shall be delivered to the Secretary 
of the Treasury at the United States Treasury in Washington. 

This obligation bears date April 15, 1919. 

For the Government of the Kingdom of Great Britain and Ireland. 



\ 
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Wadsworth Exhibit No. 8. 

[Draft of May 18.] 

Kegarding claims by British Treasury for reimbursement in dollars 
for expenditures on behalf of France, Italy, Belgium, and C. R. B. 

I. 

(a) The claims of the British Treasury against France for dollar reimburse- 
ment for the year 1918-1919 are summarized as foUows : 

(1) Cereals $344,641,786.44 

(2) Sugar 58,741,487.85 

(3) Arbitrage 50,708,565.75 

(4) Meat 152,119,775.32 i 

(5) Freight and insurance 249,536,090.60 1 

(6) Ministry of munitions 98,698,381.09  

(7) Miscellaneous goods 53,719,842.97 

 $1,008, 165, 930. 11 : 

ib) The United States Treasury is unwilling to make dol- ] 

lar advances for reimbursement purposes on the following 
items of this claim : i 

(1) Chinese ex-enemy vessels $126,215.32 

(2) Sulphate of copper 14, 577, 8r>l . 33 i 

(3) Cotton 10,660,983.37 

(4) Miscellaneous 8, 349, 970. 00 

(5) i C. R. B. neutral vessels 

($10,059,672..^) 3, 353, 224. 18 

((•>) i neutral ncifrhts ( $67,789.034.98 )_ 22,596,344.99 
(7) i requisitioned neutrals 

($90,385,379.97) 30, 128, 4.59. 90 

(8)i disbursements in Chile 

($222,525.50) 74, 175. 17 

(9) J losses on requisitioned neutrals 

($17,912,926.32) 5, 970, 975. 44 

(10) ^ Norwegian insurance 

($56,145.553.95) 18, 715, 184. 65 

(11) i nitrate of soda ( $9,902.268.76 )___ 3,300,756.25 

(12) J Grangesberg iron ($4,342,722.51)- 1,447,574.17 

(13) i Icelandic fish ($275,452.82) 91,817.61 

119, 393, 532. 47 

(c) Accordingly the total aggregate of claims aga'nst 
France which the United States Tn^asury is willing to recog- 
nize as proper basis for United States Treasury advances 
for dollar reimbursement purposes is 888, 772, 397.64 

(d) France has already paid the British Treasury for 
dollar reimbursement out of loans from United States 
Treasury 926, 000, 000. 00 

(e) Making overpayment by France of •— 37,227,602.36 

II. 

(o) The claims, exclusive of those for cereals, of the British Treasurj^ against 
Italy for dollar reimbursement for the year 1918-19 are summarized as follows : 

(1-2) Manila hemp $505,422.76 

(3) Frozen meat 535,871.90 

(4-5) Admiralty dollar claims 1,362,599.29 

(6) War office dollar claims 4, 614. 98 

(7) Bacon and lard, ex S. S. Brodholme 746, 280. 84 

(8) Bacon and hams, ex stores U. K__ 690,576.64 

(9) Morgan's adjustment for final accts 320,125.21 

(10) Ministry of Shipping U. S. A. dis- 

bursements 768, 968. 06 
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(11) Ministry of Munitions, general 

claims $14, 632, 956. 47 

(12) Nitrocellulose 4,266,190.42 

(13) Six-inch shell 9, 268, 922. 00 

(14) Miscellaneous further claims 3,869,386.00 

$36, 970, 914. 57 

(6) The United States Treasury Is unyrilling to make 
dollar advances for reimbursement purposes on Items of the 
miscellaneous further claims aggregating 636, 975. 00 

(c) Accordingly the total aggregate of claims against Italy 
which the United States Treasury is willing to recognize as 
proper basis for United States Treasury advances for dollar 

reimbursement purposes subject to deductions hereafter set 

forth is 36, 333, 939. 57 

(d) But Italy is entitled to credit for the following items : 

(1) Credit outstanding in Italy's favor« $2, 272, 563. 67 

(2) Shell steel balance on hand 269, 005. 67 

(3) Overpayment on cereal shipments 

1918-19 17, 097, 306. 32 

19, 638, 875. 66 



(e) Accordingly the net total for which United States 
Treasury is willing to recognize as proper basis for United 
States Treasury advances for dollar reimbursement pur- 
poses is 16, 695, 063. 91 

(a) The claims of the British Treasury against Belgium 
for dollar reimbursement for expenditures on behalf of the 
Belgian Government in the year 1918-19, as set forth 
with Mr. G. O. May's report to the United States Treasury 
dated July 10, 1919, agreed to by Mr. B. P. Blackett's letter 
to Assistant Secretary of the Treasury Rathbone dated 
1st December, 1919, aggregate ^ $6,504,870.23 

Add claim for cargo S. S. Frankmere 644, 388. 81 



(6) The United States Treasury is unwilling to make 
dollar advances for reimbursement purposes on the following 
items of this claim : 

(1) Nitro cellulose - $923,602.80 

(2) Nitrate of soda 302,435.98 

(3) General orders 971,686.93 



7, 149, 259. 04 



2, 197, 725. 71 



(c) Accordingly the total aggregate of claims for which the 
United States Treasury is willing to recognize as 
proper basis for United States Treasury advances to 
the Belgian Government for purpose of dollar reim- 
bursement for expenditures by Great Britain on behalf 
of the Belgian Government is ^ 4, 951, 533. 33 

IV. 

(a) The claims of British Treasury against the Commission for Relief in 
Belgium for dollar reimbursement by the Belgian Government for expenditures 
in the year 1918-19 by Great Britain on behalf of the C. R. B. are summarized 
as follows: 

(1) R. C. on W. S. claim $3,612,261.81 

(2) M. of F. for bacon and lard 1,611,545.61 

(3) Rations 3, 294, 253. 78 

(4) Biscuits as rations 381,252.04 

(5) Cotton, etc — 573,266.88 

(6) 1917, ministry of shipping 1, 724, 506. 75 

(7) 1917, ministry of food 169, 853. 19 

$11, 366, 940. 06 

(6) The United States Treasury is unwilling to make dol- 
lar advances for reimbursement purposes on the following 
items of this claim: 

(1) Cotton goods, cotton, etc ^— $573,266.88 

(2) 1917 ministry of shipping 1,724,506.75 

(3) 1917 ministry of food 169,853.19 

2,467,626.82 
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(c) Accordingly the total aggregafb of claims against 
C. R. B. which the United States Treasury Is willing to 
recognize as proper basis for United States Treasury ad- 
vances to the Belgian Government for dollar reimburse- , 

reimbursement for expenditures by Great Britain on behalf 

subject to deduct.ons hereafter set forth, is $8, 899, 313. 24 

(d) C. R. B. is entitled to credit for counterclaim against 

Ore^nt Britain for chnrter hire amounting to 2,167,052.80 

(e) Net total of claims which United States Treasury 
is willing to recognize as proper basis for United Stat?es 
advances to the Belgian Government for purpose of dollar 

reimbursement for expend. tures by Great Brita n on behalf 

of C. R. B ^ 6,732,260.44 

V. 

The United States Treasury accordingly is prepared to make advances for 
dollar reimbursement purposes to the respective Governments upon their re- 
spective requests and jagainst the r respective duly executed obligations as 
follows : 

(1) To Italy $16,695,063.91 

(2) To Belgium (for expenditures on 

behalf Belgian Govt. ) 4, 951, 533. 33 

(3) To Belgium (for expenditures on 

behalf C. R. B. if required by the 

C. R. B. to meet such claims) 6, 732, 260. 44 

28,378,857.88 

VI. 

Certain claims of the British Treasury against the Commission for Relief 
in Belgium, aggregating $2,467,626.82 are to be paid by the C. R. B. from sur- 
plus funds in its possession. 

VII. 

The British Treasury will credit upon its respective claims for dollar reim- 
bursement the amounts paid to the British Treasury by Italy, Belgium, and 
C. R. B. as contemplated by paragraphs V and VI. The Brit.sh Treasury will 
forthwith pay to the Secretary of the United States Treasury the sum of 
$6,381,117.86, and, in addition, forthwith upon the receipt of said respective 
amounts from Italy, Belgium, and the C. R. B., the British Treasury will pay 
the same to the Secretary of the United States Treasury, to be applied by him 
upon the obligations of the Government of France acquired and held by the 
Secretary of the United States Treasury by virtue of the authority of the 
Liberty Loan acts of the Congress of the United States subsequent to the 
First Liberty Loan act. Such sums shall be applied to pay the principal of obli- 
gations with accrued Interest thereon to date of payment. 

VIIL 

(a) No further or other claims for dollar reimbursement shall be made by 
the British Treasury and the foregoing arrangement as between the United 
States Treasury and the British Treasury shall be deemed a flnal settlement and 
disposition of all claims for dollar reimbursement whether or not heretofore 
put forward. 

( & ) If upon any checking or recasting of the respective accounts between the 
British Treasury and France, Italy, Belgium and the Commission for Relief 
of Belgium, respectively, it should appear that any of Great Britain's claims 
for dollar reimbursement recognized by the United States Treasury as a basis 
for dollar reimbursement, or which has been included in the said claim for 
dollar reimbursement recognized by the C. R. B., are inaccurate, in that the 
correct amount has been exceeded by the claim as made and accepted in this 
arrangement, then the dollar amount of such excess, instead of being repaid 
to the debtor against whom the excessive claim was made or applied to any 
other claim held by the British Treasury against that debtor, shall be paid 
by the British Treasury to the Secretary of the Treasury to be by him applied 
towards the payment of obligations of such debtor acquired and held by the 
Secretary of the United States Treasury by virtue of the authority of the 
Liberty Loan Acts of the Congress of the United States subsequent to the 
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First Liberty Loan Act (in the case of the C. R. B. the application to be made 
on such obligations of the Government of Belgium). 

Wads WORTH Exhibit No. 9. 

National debts of certain countries. 

I Figures taken from Paper No. IV, Public Finance, in connection with the International Financial Cor. - 
ferenoe held at Brussels September, 1920, or from the latest official publications available.] 

[000,000 omitted.l 



Country. 



Armenia^ • . > 

Austria 

Belgium 

Cubai 

Czechoslovakia 

Finland 

France 

Germany..." 

Great Britain 

Greece 

Hungary » 

Italy 

Latvia 

Xibfflla 

Lithuania i 

Poland 

Rumania 

Russia 1 

Serbs, Croats, and 
Slovenes. 



Unit of currency. 



Franc 

Krone 

Franc 

Pesoji.^.. 

Krone 

F. mark.. 

Franc 

Mark 

£ 

Drachma. 

Krone 

Lira 

Ruble.... 
Dollar... 

Mark 

do... 

Leu 

Ruble.... 
Leu 



Date. 



First 5 months 1019. 

Mar. 31, 1919 

Dec. 31, 1919 

Aug. 31, 1918 

1919 

Dec. 31. 1920 

Sept. 30, 1920 

Mar. 31, 1920 

Mar.31,ld21 

Mar.31, 1920 

Jan. 1,1921 

Dec. 31, 1919 

1919 

Sept. 30, 1918 



Dec. 31, 1919. 

do. 

Sept. 1, 1917. 
Jan. 1,1914.. 



Internal. 



4.6 



17,903.9 

30.7 

6,300.0 



202,464.0 

194,000.0 

6,411.5 

1,008.8 



57,888.1 
129.1 



External. Total. 



1,687.6 

5^.9 

3,025.0 



34,135.0 
3,000.0 
1,161.5 
2,232.3 



20,219.6 
107.9 



8,803.5 



4.6 

83,279.0 

19,591.5 

83.6 

9,325.0 

1,972.6 

236,599.0 

197,000.0 

7.573.0 

3,236.1 

54,442.9 

78,107.7 

237.0 

2.1 

100.0 

8,803.5 

9,000.0 

32,300.0 

14.3 



1 From unofflcial sources. 



Wadsworth Exhibit No. 10. 



Budget statements for 1919 or 1919-W (or as noted) of certain countries. 

IFigures taken from Paper No. IV, Public Finance, in connection with the International Financial Con- 
ference held at Brussels, September, 1920, or from the latest official publications available.] 

[000,000 omitted.] 



Country. 



Armenia * 

Austria i 

Belgium 

Cubai 

Czechoslovakia. 

Esthonia^ 

Finland 

France 

Germany 

Great Britain... 

Hungary 1 

Italy 

Latvia 

Liberia 

Lithuania 

Pdahd 

Rumania^ 

Russia ^ 

Serbs, Creates, 

Slovenes , 

Greece 



and 



Unit of 
currency. 



Marks. 
Leu... 
Ruble. 



Dinar 

Drachma. 



Period covered. 



Franc 


First five months, 1919 


Krone 


1919-20 


Franc 




£ 


1918-19 


Krone 




Marks 


Est. 1920 


F. marks 




Franc 




Marks 




£ 


1920-21 


Krone 


Est. 1921 


Lira 




Ruble 




Dollar 


1917-18 



1916-17... 
Est. 1919. 



Revenues. 



1.9 

6,295.0 

2,888.4 

12.8 

3, 709. 7 

2,750.9 

1,056.4 

11,480.0 

17,164.0 

1, 425. 9 

10, 470. 5 

9,820.0 

52.9 

.273 



3,127.6 

645.7 

48,000.0 

715.0 
469.7 



Expendi- 
tures. 



6.5 

16,873.0 

8, 774. 7 

10.8 

8,615.3 

2,750.9 

1, 566. 5 

49,132.0 

62, 160. 

1, 195. 4 

20,011.0 

32, 375. 

175.7 

.256 



15» 189. 7 

645.7 

230,000.0 

1,588.0 
1,650.8 



Surplus or 
deficiency 
of receipts. 



4.6 

- 10,578.0 

- 5> 886.3 
+ 2.0 

- 4,905.6 



-f 



510.1 

37,652.0 

44,996.0 

230.5 

9,540.5 

22,555.0 

122.8 

.017 



- 12,062.1 
-i82,'666.'6" 

- 843.0 

- 1, 181. 1 



^ From unofficial sources. 



** (The CGmmittee thereupon, at 12 o^clock noon, adjourned to meet 
at 10.30 o'clock a. m., Thursday, July 21, 1921.) 



'^ >, 



H 



H 
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THTTRSDAY, JULY 21, 1921. 

United States Senate, 
Committee on Finance, 
' WasMngtorij D, C, 

The committee met, pursuant to adjournment, at 10 o^clock a. m. 
in Room 312, Senate Office Building, Washington, D. C, Senator 
Boise Penrose presidii^. 

Present: Senators Penrose (chairman), McCumber, Smoot, La 
Follette, Watson, Calder, Sinunons, Reed, and Gerry. 

The Chairman. The committee will come to order. 

Mr. Heffelfinger is here, from the Treasury Department, an expert 
filing clerk, as 1 am informed. Is that correct, Mr. Heffelfinger ? 

m£, Heffelfinger. I am a filing clerk. 

The Chairman. And you are ready to respjond to anj^ question 
or inquiry concerning these documents relating to foreign loans. 
Pending the arrival of the Treasury officials, the Chair suggests that 
you proceed 

Senator Watson. They are here now, Mr. Chairman. 

(Hon. Andrew W. Mellon, Secretary of the Treasury, and Hon. 
Eliot Wadsworth, Assistant Secretary of the Treasury, entered the 
conunittee room.) 

ADDITIONAL STATEMENT OF HON. ANDREW W. MELLON, 

SECRETAEY OF THE TREASURY. 

The Chairman. Senator La Follette, will you proceed? Just 
before you proceed, however: Senator Curtis sends word that he 
•will not be able to attend the meeting, but desires to be counted as 
making up a quorum and in favor of reporting the bill as soon as 
possible, favorably. 

Now, Senator La Follette, will you kindly proceed ? 

Senator La Follette. I have a printed copy of the exhibits pre- 
sented by Mr. Wadsworth yesterday, in galley form. I have only 
been able to look at the first three or four galleys since receiving it. 

First, I notice, Mr. Secretary, in your letter to Ambassador Geddes 
of May 11, that you refer to a conversation had with the Ambassador 
on the 2d of May. Will you state to the committee whether that 
conversation had reference to these loans ? 

Secretary Mellon. The conversation w^'S on the subject of the 
loans. 

Senator La Follette. State what that conversation was, in 
substance. 

Secretary Mellon. The preliminary 

Senator La Follette. 1 will just withdraw that and ask you, 

Mr. Secretary, if that was the first conversation you had with Mr. 

Geddes or any representative of any of the debtor Governments 

regarding these foreign loans ? 
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Secretary Mellon. That was the first, and has been the only one 
that I have had with any of the representatives. 

Senator La Follette. That was on May 2 ? 

Secretarv Mellon. On May 2. 

Senator \iA Follette. How lotig did that conversation last ? 

Secretary Mellon. It was held at the Departfnent of State. 
There were present the Secretary of State and trie ambassador, and 
I have forgotten the other gentleman's name who was with the 
ambassador, and Mr. Wadsworth, and myself. 

Senator La Follette. Up to that time had you exchanged, by 
note or otherwise, any communications with any of the representa- 
tives of the foreign Governments who are borrowers from this Gov- 
ernment ? 

Secretary Mellon. I had not. 

Senator La Follette. So this was yom* first exchange of views on 
the subject of these loans? 

Secretary Mellon. Yes. 

Senator La Follette. How long did this conversation last? 

Secretary Mellon. It was but a snort one. It did not develop into 
any matters of importance relating to the loans. 

Senator La Follette. Will you please state, Mr. Secretary, what 
brought about the conference at the office of the Secretary of State ? 
State how it was arranged, in so far as you know. 

Secretary Mellon. I had spo.^en beiore that to the Secretary of 
State about these obligations and asked him what the procedure 
should be to bring about some attention to the obligations, and he 
said 

Senator La Follette. How early was it that you had that con- 
versation with the Secretary of State after coming into the official 
position which you how hold ? 

Secretary Mellon. As I recall it, it was perhaps two or three 
weeks before the actual conference itself. It was shortly before. 
Mr. Hughes said that he would mention it to the ambassador, and 
that he supposed the natural way would be to arrange a conference, 
and then I received word that he had made this appointment for us 
to meet. 

Senator La Follette. Will you please state what took place at 
that conference, Mr. Secretary ? 

Secretarv Mellon. It was a general discussion. I believe it was 
more largely on the whole financial situation of the European Gov- 
ernments, and we did not arrive at or discuss definitely the obligation 
of Great Britain itself. The ambassador requested the information 
in regard to the status of the claim against Great Britain and any 
information that could be given to him, and undertook 

Senator La Follette. Did you judge from that, Mr. Secretary, 
that he was not in possession of all the facts with respect to the 
indebtedness of Great Britain to this country ? 

Secretary Mellon. I believe that he was familiar with the indebted- 
ness, but I would infer that he was not familiar with the details nor 
with the details of the negotiations which had gone on, and therefore 
he wanted to be posted on the situation; that is, to have it brought 
up to date and know just what would be before us to be considered. 

Senator La Follette. The negotiations that had been thereto- 
fore carried on, if I remember your testimony and thiat of Mr. Wads- 
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worth, upon the part of the United States, had been largely conducted 
by Mr. Rathbone ? 

Secretary Mellon. Yes. 

Senator La Follette. And on the part of the English Goverii- 
ment by Mr. Blackett ? 

Secretary Mellon. Yes. 

Senator La Follette. Was Mr. Blackett in this country, do you 
know, during the time that those negotiations were going on, or was 
he in England, and did Mr. Rathbone go there to confer with him ? 

Secretary Mellon. I really do not know. Perhaps Mr. Wads- 
worth would know. 

Assistant Secretary Wadsworth. Those negotiations were carried, 
on in England and France. 

Senator La Follette. Not here. Mr. Blackett was not here at 
all? 

Assistant Secretary Wadsworth. Not during the negotiations. 

Senator La Follette. What, if anything, did Ambassador Geddes 
say in this first conversation about the extension of the time for pay- 
ment of the indebtedness and interest ? 

Secretary Mellon. That, as I said, was not considered. We did 
not get to the consideration of the claim itself nor 

Senator La Follette. I understood that you did not, in the way 
of detailed consideration, but I was inquiring if he made the state- 
ment that they should urge upon this Government the extension of 
the loan, the principal sum, either by exchange of securities the pay- 
ment of which would be a long time deferred or otherwise, and also 
the nonpayment of the interest. Did you get as far as that at this 
first conversation ? 

Secretary Mellon. No. There was no request in that regard. 

Senator La Follette. About how long did this interview take? 

Secretary Mellon. It was probably half an hour. 

Senator La Follette. Was there nothing said about deferring 
payment of either interest or principal? 

Secretary Mellon. No; we did not go into that. 

Senator La Follette. You did not take that up at all? 

Secretary Mellon. It was general conversation. I believe the 
subject of deferred interest was referred to in general conversation, 
not relating to England, but to a great many of these Governments. 
This was really not a negotiation at all. It was just a prelimin9.ry 
conference, and the matter of laying the basis for the further con- 
sideration, was made by the request for information which he made. 

Senator La Follette. Did you regard the conversation as im- 
portant enough to make notes upon it ? 

Secretary Mellon. No. 

Senator La Follette. Or preserve any memorandum with refer 
ence to it ? 

Secretary Mellon. No. 

Senator La Follette. But at that conversation the request was 
made on the part of the British ambassador for memoranda and 
documentary data that would put him in possession of all the details 
of the previous negotiations | 

Secretary Mellon. Yes. 

Senator La Follette. And it was pursuant to that that you 
transmitted to him this letter of May 11, then? 
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Secretary Mellon. Yes. 

Senator La Follette. In this letter you refer to inclosures or 
exhibits which are numbered from 1 to 8, inclusive, in the letter. 
Do you remember that ? 

Secretary Mellon. The letter will give that information. 
^Senator La Follette. Yes; the letter shows that. 

Mr. Stewart, will you lay a copy of this proof before Mr. Mellon so 
that he can follow it ? I wantea to ask something about the memo- 
randa which I do not understand, and I think it will be convenient 
to have it before him. 

I notice, Mr. Secretary, in this letter that you refer to various 
•memoranda which are transmitted to him along with the letter, 
numbered 1 to 8, inclusive, I direct your attention to paargraph 
No. 4 of the letter in which it is said: 

4. Copy of draft of May 13 of instrument entitled *' Schedule 1. The Government 
of the United Kingdom of Great Britain and Ireland 5 per cent convertible gold 
obligation bearing date April 15, 1919, maturing June 15, 1947. Principal amount, 
$577,500,000." 

Mr. Secretary, do you understand from the instrument entitled 
'^Schedule 1" that there was a proposition on the part of the British 
Government to exchange Government obligations which Great 
Britain owned or to exchange Government bonds of the British 
Government for the obligations of that Government to us to the 
amount of $377,500,000 ? 

Secretary Mellon. As I understand it, in the negotiations there 
was a tentative proposition in relation to funding the obligation of 
Great Britain, that obligation merely being a due bill or an *^ I O U" ; 
and under the authority that the Treasury had, under the Liberty 
loan acts from which the funds came which were advanced to Great 
Britain, there was worked out a proposition in regard to the diflFerent 
amounts, a funding proposition as authorized in the Liberty loan 
acts, and this is a part of that. You see, under the Liberty loan 
acts the amounts had to be treated separately. I do not know 
whether I explain it clearly, but that is merely what they were 
endeavoring to do. 

Senator McCumber. I would like to understand what the Secretary- 
means by that. 

Secretary Mellon. The Treasury had authority, as you know, to 
accept from Great Britain bonds which were equivalent to the terms 
of our Liberty loan bonds, and this was in pursuance of that. What 
they were doing was tentatively to work out a plan of the refunding 
as authorized under the Liberty loan acts. 

Senator McCumber. Was this a tentative proposition made by 
this Government to Great Britain ? J 

Senator La Follette. These exhibits show the negotiations that •{ 

were under way and carried up nearly to the point of an agreement ! 

between representatives of this Government and a representative of ' 

the Government of Great Britain, and this memorandum to which I J 

have directed the Secretary's attention, in paragraph 4 of his letter, ^ 

covers one of the items concerning which tnere had been this nego- 
tiation, t 

Senator McCumber. Was that an item in the shape of a proposition 
or a submission by this country to Great Britain as to whether that 
should be the term, etc., of the bond? 
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Senator La Follette. The Secretary's letter, which you heard read 
here yesterday, I suppose 

Senator McCumber. Yes. 

Senator La Foijlette. States just how he regards the negotiations. 
They had not reached the point of an absolute agreement. 

Secretary Mellon. What they were endeavoring to do was to 
work out, under the authority that is set forth in the Liberty loan 
acts, what Great Britain could do in the way of extending these loans. 
It was not in the shape of a binding proposition; it was merely what 
they planned. They had the authority to do that under the Liberty 
loan acts and they were endeavoring to work it out, and these are 
the memoranda on the subject whicn were sent to the ambassador 
«o he would be posted. All of this is much better summarized in the 
report of Secretary Houston to Congress. You will find a table there 
of what thev were endeavoring to arrive at. 

Senator La Follette. You understand, then, that that memo- 
randum referred to in paragraph 4 suggested an exchange of se- 
curities that were provided for m the legislation of Congress ? 

Secretary Mellon. Yes. 

Senator La Follette. Do you understand that all of the other 
memoranda which recorded the development of this negotiation be- 
tween these representatives are strictly in accord with the legislation 
of Congress ? 

Secretary Mellon. I believe so, entirely. 

Senator La Follette. Then you think, do you, that imder that 
legislation they could have gone to the extent of completing this 
transaction ? 

Secretary Mellon. Oh, jes. 

Senator La Follette. Without coming to Congress for any further 
Authority ? 

Secretary Mellon. Yes. 

Senator La Follette. The negotiations provided for an exchange 
of securities that would extend to some of these obligations, the pay- 
ment of them, for 25 years, did they not ? 

Secretary Mellon. 1947, was it not? Yes; up until June 15, 1947. 

Senator I^ Follette. Even for the full amount of the British 
obUgation to this Government ? 

Secretary Mellon. Oh, no; that was only the portion that was 
under that particular Liberty loan act. The reason for asking Con- 
gress for authority now is-i- 

Senator La Follette. That vou want to travel outside of that ? 

Secretary Mellon. Yes; because it is all split up. You can not 
make a good job of it. You will have a lot of different kinds of obli- 
gations from Great Britain, which is not desirable. But all they 
could do was to work under the authority that they had. 

Senator La Follette. Do you understand that the $577,500,000 is 
the full amount the payment of which could be deferred under the 
l^slation of Congress ? 

Secretary Mellon. I presume a part. 

Swiator La Follette. To that period of time? 

Secretary Mellon. I have not gone into that. 
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Senator La Follette. I notice further along in the memoranda 
marked 4, on galley 5, Mr. Secretary, if you care to turn to it, that 
paragraph 1 says: 

(1) The obligations of Series A, B, C, and D are to aggregate in principal amount the 
sum of $1,155,000,000, viz, the amount of such obligations acquired by the United 
States under the first Liberty loan act, and are to be dated April 15, 1919, and are 
to mature June 15, 1947. 

How much, if you know, of the total debt of Great Britain is subject 
to being deferred for 25 years ? 

Secretary Mellon. I preseme that which is stated here. 

Senator La Follette. You think that is the full amount, do you? 

Secretary Mellon. I think so. 

Assistant Secretary Wadsworth. If you will look at the schedule 
just above. Senator La Follette 

Senator La Follette. You mean the little table above ? 

Assistant Secretary Wadsworth. Yes; the little table above shows 
the amount under the first Liberty bond act and the amount under 
the second and subsequent Liberty bond acts. 

Secretary Mellon. It is set forth there very clearly. 

Senator La Follette. Yes. I have only had an opportunity 
since I received these proofs to glance them over very hastily, and 
then only the first three or four oi them. 

Secretary Mellon. But, you see, that is a verv cumbersome way 
to split it up; and then there are varying rates of interest. 

Senator La Follette. Did the memoranda disclose that they were 
negotiating to defer not only the principal sums due and the interest 
thereon, but to make provision that no interest should be collected 
upon the deferred interest obligations ? Do you remember that their 
negotiations went to that extent ? 

Secretary; Mellon. I do not know whether anything definite is 
referred to in that respect. 

Assistant Secretary Wadsworth. That is set forth in the letter. 

Senator La Follette. It caught my eye in a number of places, 
running through here, that in every reference to the deferment of the 
obligations here it provided, in every case, that there should be no 
collection of interest upon interest. 

Our interest obligation here is some three or four years old, as to 
a portion of it. Yet it would seem that it was not only in the mind 
of the debtor, but that the representatives of the Government at that 
time were quite willing to make an agreement that all interest upon 
interest should be forgiven. 

Is that your view of what should be done with these Governments 1 

Secretary Mellon. I could not say. I have not examined carefully 
as to what the obligation is there. 

Senator La Follette. You know that Great Britain, for instance, 
owes us something like $400,000,000 in interest ? 

The Chairman. More than $400,000,000 ? 

Senator La Follette. Yes. A portion of that has been due for 
one year, and other portions for at least two, three, and four years. 
We have lost the use of that money. Our Treasury Department has 
had in the meantime to negotiate loans from the public through the 
sale of its Treasury certificates at an interest rate of some 5 per cent 
or more. I think it is now about 5f per cent, is it not, that those 
Treasury certificates bear ? 

Secretary Mellon. Yes. 
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Senator La Follette. Of course the interest upon that interest, 
if it had been paid, would have amounted to a very considerable sum. 
I have not had time to reckon it out in any definite way, but I think 
it would amount to some $40,000,000 or $50,000,000 of interest 
which could be claimed upon the nonpayment of the interest which 
fell due. 

Do you contemplate any arrangement with these Governments by 
which that will be forgiven ? 

Secretary Mellon. I think it would be entirely proper to collect 
interest on the overdue amounts of interest; but, as.I say, I do not 
know what the obligations may be arising from the advices and nego- 
tiations which have gone before. I would expect, bief ore coming to a 
conclusion in regard to the matter, to examine and make myself 
acquainted with all of the matters in connection with that question. 
As I say, I do not know what may have been said to Great Britain on 
the subject. I have not gone into the details. 

Senator La Foll:^tte. Well, you have had your attention called, 
of course, to these memoranda which you transmitted to Mr. Geddes 
in your letter of May 11 ? 

Secretary Mellon. Oh, yes ; but you understand that it has not 
come to a question of giving serious consideration to the matter ? 

Senator La Follette. Do you think, from such examination as 
you have made of these conversations that passed between the 
representatives of the two Governments and of the exchange of 
notes that was made, that we have incurred an obligation to remit that 
interest? 

Secretary Mellon. I do not know. There is a possibility of its 
being either way; but, as I say, I have not gone into the question 
thoroughly. 

Senator La Follette. Do you think there was any authority given 
by Congress in the act that it passed for such an obligation to be 
incurred by the officials of the Treasury Department ? 

Secretary Mellon. What obligation do you mean ? 

Senator La Follette. I mean the extension of the interest obliga- 
tion and the discharge of any obligation upon the part of these 
debtor Governments topay interest on interest. 

Secretary Mellon. They seem to assume that. 

Senator La Follette. I am asking you if you think they had a 
right to aseume it. 

Secretary Mellon. They may have had. I do not know. 

Senator Keed. Senator La Follette, I do not want to interrupt the 
course of your examination, but I can stay only for a few minutes, 
and I would like to ask several questions. 

Senator La Follette. Go right ahead. 

Senator Reed. I would like to ask your kind permission to put 
three or four questions. 

Senator La Follette. Take the witness. 

Senator Reed. Mr. Secretary, I understood you to say yesterday 
in your examination that you regarded this Government as morally 
bound by the negotiations whichliad been carried on by your prede- 
cessors in office and by Mr. Rathbone and others represienting this 
Government. Is that correct ? 

Secretary Mellon. I think that is correct. To what extent I do 
not know; but in a general way I think there is an obligation. 
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Senator Reed. I want to get your viewpoint, Mr. Mellon, hoW you 
feel, not in reference to the legal obligations — ^I am not asking you 
to pass on the law; but there were negotiations carried on, and there 
is produced here a letter which was written under date of May 11 by 
yourself and addreissed to Mr. Geddes. Attached to that letter are 
various documents setting forth the terms of proposed agreements. 

I call your attention to that as a preliminary. With these docu- 
ments before us on yesterday, at least with the letter before us, you 
were asked these questions, and I want to read you the context: 

AsBistant Secretary Wadsworth. I think at our first hearings I described these 
negotiations that went on between Mr. Rathbone and Mr. Blackett in Europe. Those 
negotiations were partly by letter and partly verbal. Out of them grew the suggested 
arrangement as outlined in that letter that was just read, which appears in theSecre- 
tary's annual report. The letters and the memoranda which grew out of those con- 
ferences have ail been sent up here and are now there in proper form and in exactly 
the sequence and the way in which they were filed in the Treasury Department, 
every single document. 

Senator Reed. Then, let us have them. 

Assistant Secretary Wadsworth. And they have been here now since last Febru- 
ary, I think. 

Senator Reed. Let us have them now. Can you find them? 

The Chairman. Let Mr. Heffelfinger produce any paper called for out of these 
chests. 

Secretary Mellon. Senator Reed, while those are being produced, I would like to 
state that this report of Secretary Houston refers to this understanding that we spoke 
of. Mr. Wadsworth has that report. 

Senator Reed. All right. What is that page, Mr. Wadsworth, that you are going to 
read from? 

Assistant Secretary Wadsworth. As totthe situation with regard to the intereat? 

Senator Reed. Yes. 

Assistant Secretary Wadsworth. Page 58. 

Senator Reed. Well, that is the pas^e I read from. 

Assistant Secretary Wadsworth. You have read that. 

"In the early autumn of 1919, the Treasury informed the treasuries of the European 
Governments to which it had made advances that it was prepared, in case thejr so 
desired, to discuss with them the exchai^e of the demand notes for long-time obliga- 
tions, and in that connection the deferring of interest collection during the recon- 
struction period of two or three years from the spring of 1919. " 

Now, that was done during these negotiations which Mr. Rathbone carried on in 
Paris. 

Secretary Mellon. Which, you will observe, is a statement to those GovemmentB 
that their interest will be deferred. That is the understanding to which I referred. 

Senator Watson. Let me ask you this question, Mr. Secretary: Whatever Secre- 
tary Houston may have said or done or thought, and whatever Secretary Glass may 
have said or done or thought, in connection with this proposition, do you consider 
yourself bound by those understandings to extend this interest payment period? 

Secretary Mellon. When representation was made by the Secretary of the Treasury 
to the foreign Governments that they could regard that interest as being deferred, 1 
consider that the Government of the United States is under obli^tion to defer it. 

Senator Watson. That is what I want to get at. Have you had any correspondence 
with any of the Chancellors of European Governments with regard to that question? 

Secretary Mellon. Only the letter to the British ambassador, which was brought 
here, giving him the status of the British claims. 

Senator Keed. Wliere is that letter? 

Senator Watson. May I proceed for a minute? 

Senator Reed. Well, let us get that letter. 

Senator Walsh. And I suppose he wants to add also the conversation which was 
referred to yesterday. 

SenatOT Watson. What else, besides this letter of which you spoke and this state- 
ment with regard to those understandings, have you in the Treasury upon which to 
base your decision as to your future policy? 

Secretary Mellon. What is that? 

Senator Watson. You say you have a letter here, to which you just now referred. 

Secretary Mellon. That is a letter to the British ambassador giving him a statement 
of the British indebtedness. 
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Senator Watson. When was that letter written and by whom and to whom? 
Secretary Mellon. Mr. Wadsworth has it there. 
Senator Keed. Let us have the letter read. 

A little later on, after that letter had been read and after these 
exhibits which were attached to it were read, the following occurred: 

Senator Reed. Are those documents attached to that letter? 

Assistant Secretary Wadsworth. They are all attached. 

Senator Watson. There is nothing with regard to the extension of interest payment, 
Mr. Secretary? 

Secretary Mellon. No. 

Senator Watson. Have you had any communication of any kind from any of the 
officials of any of the countries of Europe that owes us money with regard to the exten- 
sion of interest payment? 

Secretary Mellon. No. 

Senator Watson. Have you written any letters or had any sort of understanding 
with them verbally with regard to an extension of payment of interest? 

Secretary Mellon. No. 

Senator Watson. Awhile ago you said that if these understandings had been had 
hitherto by previous Secretaries of the Treasiuy, or either of them, with regard to the 
extension of payment of interest you would be bound by those understandings. What 
evidence have you in your department of such understandings? 

Secretarj^ Mellon. There is a statement of the Secretary of the Treasury that such 
representations have been made to those Governments, and that they were advised 
that if they so desired this interest would be deferred. 

Senator Reed. On what 

Senator Watson. Wait a minute. One at a time. 

Senator Reed. I want to get that statement clear. 

Senator Watson. That is what I want to do. You say that the Secretary of the 
Treasiuy said that statements had been made of that character. Who made those 
statements and what evidences are there in writing of those statements? 

Secretary Mellon. I do not know, other than those memoranda of the negotiations. 

Senator* Watson. You have not looked them up, then? 

Secretary Mellon. No. 

Senator Watson. So that this statement made by the Secretary of the Treasury, 
Mr. Houston, that Mr. Wadsworth has read from, is the only e'vdaence of that kind 
that you have, is it? 

Secretary Mellon. I would not be sure that there is not other evidence. I rather 
think there is. ^ 

Senator Watson. Have you seen those memoranda, Mr. Wadsworth, to which Mr. 
Houston refers, the memoranda accompan^dng the conversations with regard to the 
extension of interest when these people met to discuss the matter? 

Assistant Secretary Wadsworth. They are right here. Here they are. 

Senator Watson. You have them here? 

Assistant Secretary Wadsworth. This is the result of their negotiations. 

Senator Watson. Attached to the letter? 

Assistant Secretary Wadsworth. Yes. 

Senator Watson. Then, what is Mr. Heffelfinger looking up in these boxes? 

Then Mr. Wadsworth said that there were a lot of letters and cable- 
grams which constitute the memoranda of those conversations 

The Chairman. Senator Reed, are we not taking up unnecessary 
time? 

Senator Reed. I am sorry to take up so much time, but I think it 
is important. 

The Chairman. To reread testimony taken only yesterday seems 
rather tedious to me, personally. I do not know now it seems to 
the rest of the committee. 

Senator Reed. Mr. Mellon said, after his attention was called to 
all this: 

That is the report, and in addition to that you understand these conversations that 
were carried on recognized that understanding that the interest could be deferred by 
these governments. They took that for granted, as I understand it. 

56941— 21— pt 4 1 
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I have read that to try to put before you- all the testimony, or prac- 
tically all of it, because I can not get out of it a clear understanding. 
I would like to know whether you regard yourself or this Government 
as morally or legally bound to carry out any of the propositions set 
forth in the various documents which are attached to mis letter of 
May 11? 

Secretary Mellon. You understand that I can not say whether 
I am morally or legally bound until I have examined the documents 
and examined into the question, which I have not done. I have only 
the knowledge of the report of Secretary Houston and a casual refer- 
ence to these documents, and I have not considered that there was 
occasion to go into the details, because we had not come to the actual 
negotiations on the subject. I would expect to go carefully into all 
these questions and expect to take advantage of all the rights that 
We have; but, as I say, I have not gone into the question. I have 
been busy on other matters, and I only know what I have gathered 
generally, just as you are doing now. 1 have before me the report of 
Secretary Houston, and in that he suggests in that connection the 
deferring of interest collection during the reconstruction period of 
two or tnree years from the spring of 1919, with the statement that 
in case they so desire the deferring of interest would be made. That 
is in the Secretary's report to Congress. Those memoranda are aU 
of the matters, so far as I have looked into them, I have not made 
a careful examination at all, and I have not considered the question 
at all, because I have not come up to it. 

. Senator Reed. What about this answer, then? I want to know 
if you want to change it. 

Secretary Mellon. When representation was made by the Secretary of the Treasury 
to the foreign Governments that they could regard that interest as being deferred, I 
consider that the Government of the United States is under obligation to defer them. 

Secretary Mellon. I do not think I should change that. That 
is the situation as it exists. 

Senator Reed. If that was the situation as to the deferred interest, 
it would be the situation as to all the other representations that were 
made by your predecessors ? 

Secretary Mellon. But you understand that most of that defer- 
ment has already elapsed. It has been accomplished to a great 
extent. 

Senator Reed. But also in connection with the matter of defer- 
ment the question is taken up as to how that should be done, whether 
the present obligation should be paid now or whether they should be 
scattered over a period of. many years. It is all in these papers. 
Would you regard the United States Government as bound by that ? 

Secretary Mellon. I say I do not know, because I see here set 
forth by Secretary Houston a definite proposition as to the extension. 
How far they went with that I do not know. I do not know what my 
obligation is, because I have not made examination sufficiently to 
determine. 

Senator Reed. You would feel bound by whatever was done by 
your predecessor, whether it had been closed up or not ? 

Secretary Mellon. I would not state it as broadly as that, because 
there may have been things done that I would not consider I was 
bound by. 
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Senator Reeq. How far would you consider yourself bound? 

Secretary Mellon. By the conditions that I can ascertain from the 
documents themselves and from what has been done. As I say, I 
am not prepared to say at this time. 

Senator Keed. Mr. Chairman, that brings me right up to this 
question, and I will state it to the committee. 

I have examined not all, but about two-thirds of these documents 
which were produced to-dav. In view of the Secretary's testimony * 
that he does not know, imtil he has examined the documents and cor- ^ 
respondence, whether he is going to regard himself as bound or not, 
ana as it goes to the whole question of the funding of this debt and 
the terms upon which it is to be funded; as it involves the waiver of 
something like a hundred and twenty million dollars of interest upon 
interest, as it involves the acceptance of an obUgation which, instead 
of being according to the law in the form of our Liberty bonds, sub- 
stantiafly takes up, I think I can say, several thousand words in a 
long, involved contract written into the face of the bond, I am going 
to ask that the Secretary of the Treasury examine these documents 
and come back here prepared to tell us what he proposes to do in 
regard to the whole question; that is, whether he proposes to carry 
out this tentative arrangement, whether he regards it as binding, 
and, if not binding, then what he does propose to do. 

The Chairman. What arrangement, Senator Reed ? 

Senator Reed. Senator, attached to the letter of May 1 1 are copies 
of memoranda of negotiations that went on between the British 
Government and the American Government, not only with reference 
to the British loan but with reference to other loans. 

The Chairman. That is not an agreement. 

Senator Reed. That is just the question, whether the Secretary 
will regard it as an agreement when he gets through or not. Bfe 
states here in one of his answers that he feels bound as to the under- 
standing arrived at — that refers to the deferring of the interest — 
because he thought it perhaps was morally binding. Yet he tells us 
this morning, very naturally, that not having examined these docu- 
ments he is not ready to commit himself. 

The Chairman. Would you pardon me one moment? I know 
that I ought not to inject myself as a member of the committee here, 
because we are here to examine the Secretary, but it seems to me that 
you are overlooking the difference between an expression of opinion 
or a tentative negotiation as distinguished from an actual agreement. 
I take it that the Secretary would be bound by an actual agreement 
or understanding, even verbal; but a mere tentative negotiation is not 
binding. 

Senator Reed. Senator, I will try to make the thing as plain as I 
can make it. These various papers appear to be memoranda of con- 
versations between the representatives of this Government and Great 
Britain. They are set down in the form of agreements. They con- 
tain specific provisions that the United States shall not be bound 
by this document until it has been agreed to. But the very next 
document that we see, the one that wul succeed the first one, treats 
as a settled fact certain things that are referred to in the tentative 
or first draft. And so we go through it, and they have been acting 
upon it, deferring the payments under it, although we have got no 
evidence yet that there was a specific agreement to do that. 
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I take it that the situation is this : These negotiations were carried 
on. They never were actually signed up between the two Govern- 
ments, but both Governments acted upon them, and under those cir- 
cumstances the question will arise, Does Secretary Mellon regard 
himself as bound? The only man to answer that in the world 
is the Secretary, and he can not answer it until he has examined the 
documents. 

I do not want to prolong this hearing. I want to bring it to a close. 
But we can not bring it to a close, in my judgment, properly, until we 
know what the Secretary's position is. My vote in the Senate is 

foing to be determined by his answer to this and similar questions, 
think other votes will be so determined. 

Senator Watson. Here is the way that I understand the situation 
We now know the amount of money that each nation owes us. We 
know the amount of interest that each nation owes us. We know the 
situation, so far as the deferred payments are concerned. We know 
the amount of money that stands to the credit of each nation, and 
we have the statement of the Secretary that he does not feel himself 
obligated to furnish any money from those credits at any time in the 
future, as far as credits are concerned. 

We also have the statement that up to this time seven hundred and 
thirty millions of interest have been paid by these foreign nations to 
us, and substantially every dollar of that nas been furnished by us 
to them for the payment of that interest. The money they paid to us 
as interest they got from us. The Secretary has said that he does not 
feel obligated, in the absence of any specific understanding, to permit 
money to be paid by us to them for the purpose of paying interest 
to us, on the debt they owe us. It looks to me as though we had 
cleared away practically all of the underbrush and have arrived at 
this one thing yet to be determined. That is, whether or not there is 
such an understanding growing out of this letter or any documents of 
like character that bind the Secretary morally or legally to defer 
interest payments. 

Senator Reed. Or to accept particular kinds of obligations. 

Senator Watson. There is nothing of that kind involved, is there? 

Senator La Follette. Oh, yes. They are specified in many cases. 

Senator Watson. He has already stated in a previous examina- 
tion that there might be other kinds of obligations 

Senator Reed. In this correspondence there is a scheme laid out 
for the entire settlement of these debts, the kind of bonds that they 
are to give, the kind of interest they are to have, the kind of sinking 
fund that is to be created. All tnat is laid out in this document; 
and it is constantly represented that in no case is interest upon 
interest to be counted. 

If a man undertook to examine the witness and read these docu- 
ments to him and ask him what he was going to do under them, it 
would take two or three days time. In the interest of shortening it 
up I think the Secretary ought to take these documents and cor- 
respondence and be prepared then to tell us whether he feels obli- 
gated in any way by these various instruments or what has transpired 
under them or outside of them 

Senator Watson. It is the business of the committee, of course, 
to direct the course of the examination, and not to get into contro- 
versial issues, but I would like to ask Senator Reed this question: 
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Suppose we determine that certain commitments have been made by- 
Secretary Houston or Secretan^ Glass in reference to this question of 
deferred payments, and the secretary feels obligated and says so. 
Then what do you propose to do ? 

Senator Reed. Then it becomes a question of what Congress will 
do, whether they will give him the authority to settle the cases as 
he may see fit, or whether Congress would say, No, that can not be 
done. 

Senator Watson. That question will come up to Congress, any- 
how, and are we willing to give the Secretary authority to settle that 
question in the absence oi what commitments may have already 
been made ? 

Senator La Follette. We would like to know what his attitude 
is going to be after he has examined the document. 

Senator Watson. My understanding is. Senator La Follette, that 
he says if these obligations exist and these commitments have been 
made, he feels bound by them. 

Secretary Mellon. Let me just make a statement in regard to this. 
I have not gone into all the details of these commitments, as I say, and 
there may have been other obligations. I would not consider, if I had 
full authority, that this tentative arrangement was a good one. I 
would go at it from the beginning. I would endeavor to put it into 
shape as one obligation and cover all of the interest and all that we 
would have a legd and moral right to include. I do not see, myself, 
how, in the face of the statement made here, of which the foreign 
Governments were advised, that they could have this deferment of 
interest which is expressly stated here, that you can go for two or three 
years, and after that time has very largely elapsed say, ^'Now, you 
have to go back and pay up this interest and pay compound interest." 
It seems to me that would be going to an extreme. . it is what exists 
that I have to be guided bv. 

Senator Reed. Mr. Mellon, vou do not know what exists, yet. 

Secretary Mellon. No. I have not had occasion to go into it in 
detail. 

Senator Watson. Let me get to the finality. Suppose we assume 
that the obligations exist and he is bound by the commitments. 
'Then what can we do ? 

Senator La Follette. Suppose he assumes one thing and we find 
another. We want to know what he proposes to do, do we not — ^how 
far he feels himself bound ? 

Senator Watson. I am assuming, though, that he feels himself 
bound to live up to any obligation these people have made and that it 
is the understanding when we report this bill out that we are bound. 
Then what can we do in Congress ? 

Senator Reed. Let me answer that. Secretary Mellon is here 
asking that a bill be passed which gives to him practically unlimited 
authority in the matter of making these settlements, if Secretary 
Mellon is of the opinion that this Government is bound by certain acts 
and that he must do what his predecessors have outlined, then if he 
says that and we know what those acts were — and we do not know yet, 
fully — we would know whether we wanted to give him authority 1 o do 
those acts. If he says, upon the other hand, that he does not regard 
himself as bound, but will treat this thing in a big, broad, business 
way and settle it according to the law as it existed, you have an 
•entirely different proposition. 
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We are not obliged to pass this bill and we are not obliged to ratify 
any act of any man in the Treasury Department miless that act was 
within the law. I have not the sliffhtesrt hesitancy in saying that if 
these things were done that we find hinted at, they were done in utter 
defiance of the law. 

Secretary Mellon. Will you let me say that I would consider it my 
duty to do that which was to the best interests of the Government ? I 
was careful in writing this letter to say: 

. The papers can not be said to have been in any sense the drafts or proposals of either,' 
and the fact that any provision is contained in them does not indicate that either was 
prepared to agree to it. 

I did not commit myself to anything that had gone before, in writ- 
ing to the ambassador, but when you ask a question* in regard to this 
deferment which was made, with the foreign Governments advised of 
it definitely for a specific time, it does seem to me that that has gone 
to an extent that you can not reverse it. 

Senator Reed. You also said this, in discussing these negotiations. 
I am not trying to cross-examine anybody. I just want to get at a 
fact. 

The Chairman. We all want to get at the facts, and we are in- 
debted to you. Senator Reed, for your careful scrutiny of this trans- 
action. 

Senator Simmons. If Senator Reed will pardon me, I think, Mr. 
Chairman, that on yesterday the Secretary made this impression upon 
my mind, and I think probably on the minds of most of the members 
of the committee, that while probably he had not investigated the 
whole matter and the data connected with this question as thoroughly 
as he would before he took final action, yet acting upon the informa- i 

tion that had been brought to his attention, and with his present | 

understanding, he had rather reached the conclusion that the Govern- ; 

ment of the United States was bound by this agreement which Sena- | 

tor Reed describes as a tentative understanding; and the impression ' 

was created that if this authority were given him he would regard 
that matter as settled. i 

Now the Secretary makes another statement to-day, showing that | 

his mind is still not finally made up. It is made up, however, if there i 

are no additional facts brought to his attention to change his present 
impression. I think it is very important for us, before we give this 
authority, to have some definite understanding of what is going to be 
the ultimate decision of the Secretary with reference to whether this 
matter has already been foreclosed and whether he is bound, whether 
he wishes to be or not, by some negotiations that have heretofore 
taken place. 

Congress might have an idea, if the Secretary will give us a definite i 

statement, that the Secretary had reached an erroneous conclusion \ 

and one upon which the Government did not wish the settlement of 
these obligations to be predicated. Congress might, disagreeing^ 
with the Secretary, say that '^ We will instruct you about this in the -j 

law we pass. We will impose limitations upon the authority given 
and will direct you not to proceed to a settlement until further nego- 
tiations have been had and further conclusions reached.'' 

So far as the negotiations that were carried on by Mr. Rathbone 
were concerned, my understanding is that while he and the Englisk 
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negotiator kad come very nearly to an agreement, they did not reach 
a nnal agreement, and that ti^ negotiations were called off, not at 
our instance, but at the instance of the English Government. How 
we would foe bound in those circumstances by the discussions and 
tentative understandings that ti^ese representatives of the two Gov- 
ernments had, I can not understand. 

Secretary Mellon. You are not bound by those. 

Senator Simmons. Secretary Houston, by saying that he has this 
view or that view about it, can not bind tne Government any more 
ttian I think the Secretary can bind the Government. 

Secretary Mellon. But would you allow me to say this 

Senator Simmons. We may give him authority to bind the Gov- 
ernment, but he has not that authority yet, and Secretary Houston 
did not have the authority at the time. 

Secretary Mellon, I would not consider myself bound by these 
tentative proposals, and so forth. The only thing referred to was 
this statement that we informed the treasuries of the European 
Governments to which we had made advances that this Government 
was prepared to defer the interest. They have been informed that 
we would do so. It has gone further than merely a tentative pro- 
posal in that respect. 

Senator Simmons. Let me ask you a question. In the absence of 
authority — you are coming now to us and asking us for authority, 
and that presupposes that in your judgment you have not the author- 
ity — in the absence of authonty do you think that Secretary Houston 
had the right to bind this Government by an agreement reached 
between him and the European Governments that we would post- 
pone this interest ? 

Secretary Mellon. I do not know. I presume he must have 
considered that he had the authority to mcuke that sort of a direct 
statement and advice to the foreign Governments. But I would 
say this, that if I had the broad authority I would not proceed on 
this plan at all. It is a cumbersome plan, and I think a very much 
better arrangement can be made, better for this Government in the 
actual amount that will be received, by treating this as a whole and 
taking it and making the most out of it and putting it into form for 
available use in the future. Without that authority you have to 
proceed on a plan that is authorized under these various acts, and 
you have to go along on that general plan; and, at least, so far as any 
tentative deferment of interest or failure to require compound inter- 
est, and so forth, is concerned, I do not know, and would not know 
without examining into these papers and into the whole matter. 
That is what the negotiation would be. It would be to endeavor to 
get at the facts and make the most of the transaction. 

Senator Simmons. When we first opened these hearings it was 
made clear to the Secretary, I think by some of us, that there were 
two things that were of outstanding importance in the minds of 
Senators in connection with the granting of this power that the 
Secretary asks. First, whether there would be an effort to sub- 
stitute German bonds for bonds of other foreign Governments in- 
debted to us, and, secondly, what was going to be done about the 
postponement of interest. 

I remember that I said to the Secretary in a question that I asked 
that I was asking it without any curiosity in the matter, but I thought 
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Congress was entitled, before acting upon his request for power, to 
know what was in his mind with reference to the settlement of these 
matters, as those two questions were involved; and I think that is 
the feeling in Congress. I think if the Secretary were prepared now 
to give us some positive statement as to what is m his mind and what 
would be his purpose with reference to those two fundamental 
questions, it would clear the atmosphere so far as this legislation is 
concerned. 

Unless those two points can be cleared up I think there will be 
very great hesitation about giving him the power. We might be 

ferf ectly willing to give liim latitude, and very much latitude, but 
think we womd all like to know exactly his mind and his purpose 
with reference to those two fundamental points. 

Secretary Mellon. Then I will state that there is not the re- 
motest expectation in my mind of accepting German bonds for any- 
other kind of bonds. There is no expectation of anything of that 
sort. 

As far as the question of interest is concerned, I would expect to 
provide for the collection of all of the interest that is legally due to 
the United States. I do not think I can say any more than that. 

Senator Reed. Mr. Mellon, you do not mean to provide for any 
particular time ? 

Secretary Mellon. How is that ? 

Senator Reed. You would want to have that left so that you 
could scatter the payments over a period of years ? 

Secretary Mellon. If necessary. 

Senator Reed. Just one thin"; further 

Senator Simmons. Senator, then the question is. Does the Secre- 
tary^ consider himself foreclosed with reference to any adjustment of 
this interest by these negotiations that Rathbone carried on over 
there ? . 

I understand he is not able to tell us yet whether he does so consider 
himself foreclosed^ and I think your position is a very defensible one, 
that the Secretary ought to have an opportunity, if he cares to make 
further investigation, in order to reach a conclusion about that. He 
ought to have an opportunity to make investigation and then come 
back and answer definitely to us. 

Secretary Mellon. My idea would be that the procedure would 
be to have each Government, if they ask for any deferment of interest 
or any modification or anything of the kind, to make their statements 
of the reasons for it and what their claims are, whether they were 
entitled to it, etc. I would not consider myself under obligation for 
some tentative arrangement that had not been agreed to. 

Senator Reed. Exactl}?^. And now the question will arise at once 
whether it has been agreed to in such form that it is binding. Let 
me call your attention to this fact : You say, Mr. Mellon, that you 
think we are bound to the forgiving of the interest upon the interest ? 

Secretary Mellon. No; we are not bound to forgive any interest. 

Senator Reed. You say we are bound to the deferring of the 
interest because there appears in the Secretary's report this language: 

In the early autumn of 1919 the Treasury informed the treasuries of the European 
Governments to which it had made advances that it was prepared, in case they so 
desired, to discuss with them the exchange of the demand notes for long-time obliga- 
tions, and in that connection the deferring of interest collection during th6 recon- 
struction period of two or three years from the spring of 1919. 
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That is only a statement that they were prepared to discuss it; and 
yet, because they refer to interest in there, you say you think we are 
Dound by that; we have acted upon it. 

The same statement embraces the matter of the exchange of demand 
notes for long-time obligations, and that embraces the entire ques- 
tion of settlement. 

Proceeding upon that, they had negotiations. Those negotiations 
embraced not only the question of deferring interest, but the ques- 
tion of the forgiving of the interest upon the interest, the character 
of the long-time obligations, the interest upon the long-time obliga- - 
tions, the adjustment or settlement between Great Britain and the 
United States of joint claims that the two countries had against 
certain other countries, and the entire proposition is all drawn into 
this case by the statement that I just read. 

I think that the Secretary ought, in his own interest and in the in- 
terest of a plain statement, so that Congress can understand it, 
to take these documents and the correspondence which Mr. Wads- 
worth referred to yesterday which could modify these documents, 
and go through them carefully with what help he desires to employ, 
and then he can tell us whether he regards himself as bound in any 
respect. If he has a perfectly free hand, then he could outline to us 
in a general way what his purposes are. I think that is only fair. 
I think we could sit here for a month, as we are now, and not get 
anywhere. 

Senator Watson (reading): 

In the early autumn of 1919 the Treasury informed the treasuries of the European 
'Governments to which it had made advances that it was prepared, in case they so 
desired, to discuss with them the exchanges, etc. 

Did any nation ever notify this country that it so desired, or did 
the thing just run along without any eflFort to collect the interest ? 

Secretary Mellon. I really do not know. 

Senator Watson. You have not run across anything to signify 
that they so desired ? 

Secretary Mellon. Not so far as I know. 

Senator Watson. I did not know whether it had just been per- 
.mitted to drift. 

Senator La Follette. All these negotiations between Mr. Rath- 
bone and Mr. Blackett took place after this period named in the 
Secretary's report; that is, in the early autumn, he says, of 1919, 
when ''the Treasury informed the treasuries of European Govern- 
ments to which it had made advances that it was prepared, '^ etc. 
Following that, all of these negotiations took place, and then, pur- 
suant to the negotiations whicn did not reach, perhaps, the point 
of an actual agreement, the Treasury Department has proceeded 
upon that plan fixed in the negotiations and has extended the pay- 
ment of the interest as named in these negotiations clear up to the 
present time, and it is said in these negotiations that interest is not 
to be collected until April, 1922 — more than a year hence. 

Senator Reed. And that no back interest is to be collected. 

Senator La Follette. No interest upon interest is to be collected 
At all. 

Senator Reed. Let me call attention to the necessity of the 
Secretary's making this examination. It is recited as one of the 
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conditions of this bond, which occupies, I think, thousands of words — 
I have not counted them — 

From time to time, at the request of the holder of this obligation, the obligor, at 
the United States Treasury, Waghington, will convert all or any part of the principal 
Amount of this obligation into — 

(1) An equal principal amount of engraved obligations bearing interest at the same^ 
rate as the principal amount converted, and substantially in the form indicated 
in Exhibit A, hereto attached, payable to bearer and negotiable by delivery, with 
interest coupons attached, in denominations of |50, $100, $500, and $1,000, or regis- 
tered as to principal and interest and in denominations of $100, $500, $1,000, $5,000, 
$10,000, $50,000, Mid $100,000; and/or 

(2) An equivalent principal amount, at the fixed rate of exchange of dollars gold 
of the present standard of weight and fineness 4.8665 to the gold pound sterling of the- 
present standard of weight and fineness, etc. 

It looks to me as though that were an effort to equalize exchange- 
I do not know whether that is true or not. 

Secretary Mellon. Oh, no. If you understand, that is a plain 
statement that it is at the parity, oi exchange, the governing rate of 
exchange. 

Senator Reed. But we are to take the bonds at $4.86. One 
pound would equal $4.86, and the pound may be down to 50 cents 
on the dollar. I do not say that is so, Mr. Mellon. In a hasty 
reading of a thing of this kind I can not form my opinion. 

Secretary Mellon. But when this money was advanced it was 

{)rovided that it should be at the terms authorized in the Liberty 
oan acts. 

Senator Reed. The terms authorized in the Liberty loan acts were 
the payment of dollars, as I understand it. This instrument is full 
of such provisions. Here is a provision that they can pay in Liberty 
bonds at par. Liberty bonds may be down. They could pick them 
up in the market and pay them in at par. I do not say that that is 
wrong. I am calling attention to the multitude of questions involved. 

Secretary Mellon. But it is wrong. You understand that we are 
not bound by any tentative propositions there. I would not con- 
sider that we would be obliged to take Liberty bonds at par if they 
are selling at a discount. 

Senator Reed. The question that we are at, Mr. MeUon, is this: 
Here are some negotiations. You think we are bound as to part of 
those negotiations and you do not know whether we are bound as 
to the rest or not until you go through this correspondence. That 
is what I am trying to get at. I would like to have you take this- 
correspondence and all these papers and examine them carefully, and 
then come back here and tell us whether you think you are bound 
in any respect, morally or legally, and whether you tnink you have 
got a perfectly free hand. 

Secretary Mellon. I might be able to arrive at that conclusion.. 
It is a pretty big job to go over all these matters. I expect to have 
to go over tnem all in order to 

Senator Reed. I am sure it will not take you nearly as long as the 
discussion will take on the floor of the Senate, if the matter comes 
up there in this nebulous way. 

Secretary Mellon. It seems to me a plain, straightforward propo- 
sition, if the authority is given that I can take this amount of money 
that they owe and take the interest on it and make the most of it 
that can be made. To what extent what has been done heretlofore 
is binding I do not know. 



BEFUNDING OF OBLIGATIOKS OF FOREIGN GOVERNMENTS. 171 

Senator Reed. You might think it binding and Congress might 
think it not binding, and that is Just the reason 

Senator Simmons. Your disposition and desire are to take this case 
as it is and make the best out of it that you can for the Oovemment, 
but you may think your hands are tied in a way that Congress thinks 
your hands are not tied. 

Secretary Mellon. Yes; but you do not know, for instance, what 
these Governments may have. They may have something that we 
do not have. They may be able to present something that would 
have a material bearmg. 

Senator La Follette. These other Governments ? 

Secretary Mellon. Yes, sir. 

Senator Simmons. What have they that we have no knowledge of? 

Secretary Mellon. I do not know. 

Senator Simmons. I can not conceive of anything. 

Secretary Mellon. I have not been in these negotiations at all. 
I do not know. I am not anticipating that they would have anything, 
but you have to meet conditions as they absolutely exist, and if there 
should be something of that kind that was binding it would have to 
be observed. 

Senator La Follette. Then do you not think that it would be a 
good idea to ascertain that fact and then come back and report to 
Congress what the conditions actually are so that Congress, when it 
votes upon this matter, shall know what it is doing ? 

Secretary Mellon. I would be rather handicapped in a negotiation 
to settle this matter if I had no authority to do it. 

Senator La Follette. You would ascertain what the actual con- 
ditions are, what the obligations of the Government are, what the 
claims of the other Governments are, and report that information 
back to Congress, and then we would know, if we gave you carte 
blanche in the matter, what we were doing. 

You say, yourself, that you do not know that these other Govern- 
ments have facts or records of which we know nothing; and until 
those are produced you can not know that the whole situation is and 
what our obligations are and what our opportunities are. 

Senator Reed. I beg to suggest that it is a very easy matter to get 
at. The Secretarv wrote a letter and inclosed these documents. 
All he has to do is to communicate with the British Government and 
ask them if they claim there are any papers or documents or commit- 
ments outside of these instruments. Having an answer to that, 
which he ought to get very promptly, because ne has given them this 
information some little time ago 

Senator La Follette. Two months ago. 

Senator Reed. He can take these papers and take his advisers or 
his secretaries — I do not know that he needs any advisers — and sit 
down and go through them and then he can give us an answer. 

Mr. Chairman, I do not want to be doing so much talking, but I 
want to do the right thing in this matter, the practical thing. I have 
a very great deal of confidence in Mr. Mellon, but if this thing goes 
on to the floor in the state and in the form in which it is now, we will be 
debating it until next October. If it comes on with a clear-cut state- 
ment, and with the recommendation of this committee, probably a 
bill can be enacted with reasonable promptness. 
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Secretary Mellon. As far as I am concerned, I am not anxious to 
have the responsibility of these negotiations. I would consider it 
my duty to do the best I could and make the most for the interests of 
our own Government. If some other person can do that, if a com- 
missioner can be appointed, or somebody, I would be very glad to be 
relieved; but you can not make a good piece of work of this without 
having authority to do it; I am sure of that; and you can not do it 
in the way of legislation— rather, I mean you can not 

Senator Calder. You can not set down hard and fast rules ? 

Secretary Mellon. You can not do it by way of legislative negotia- 
tions. It has to be done like any piece of work of that sort. There 
is a certain amount of money owmg there. It does not appear to 
me to be difficult at all; and so far as any rights that they may have 
for the deferment of interest, etc., those will appear and will be con- 
sidered, and it will be obvious whether we are bound by what has 
gone before. 

The statement I made was that when a pubhc statement is made 
and the foreign governments have been advised that they would have 
this privilege of deferment, it seems to me that it would be going to 
an extreme to say to them now that they can not have that defer- 
ment to the extent stated. No private individual would do that. 

Senator Reed. But the thing is not a commitment. As far as it is 

Srinted here it simply says in case they so desire we are prepared to 
iscuss with them tne exchange of demand notes for long-time obliga- 
tions. That has not been done, and in that connection, to discuss 
the 

Senator Simmons. I understood Senator La FoUette to say a little 
while ago that they antedated this Rathbone conference. 

Senator La Follette. Oh, yes; by two years, or a year and a 
half, anyhow. 

Senator Watson. Those letters refer to the question that we are 
discussing here, thepostponement of interest ? 

The Chairman. That is all they refer to. 

Senator Watson. I read a few of them. Do they undertake to 
bind the Government in any way ? 

Secretary Mellon. You understand those were tentative negotia- 
tions and were not binding on either party, and it is so stated in my 
letter to the ambassador. 

Senator Simmons. If they are not binding, how can you say that 
the letter written before, suggesting this conference, is binding ? 

Secretary Mellon. Woula you consider that after two years have 
elapsed, when a public statement has been made and the govern- 
ments have been advised that they had the privilege of this defer- 
ment of interest, and no question had ever been raised about it- 

Senator Simmons. Did the Secretary at any time after this Rath- 
bone conference say they would be extended that privilege ? I have 
not heard it read. 

Senator La Follette. It is not on page 58, the matter that has 
been read here. That simply says they were notified. 

Secretary Mellon. But the deferment has gone on for two years. 

Senator La Follette. That may have been just through the 
carelessness of our representatives. 

Senator Simmons. It may have been that the Treasury felt that 
the situation was such that they could not well demand payment 
of the interest. . 
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The Chairman. They could not get it; that is the substance of 
the thing. 

Senator Simmons. Yes; ^nd therefore they did not demand it. 

Senator Reed. Let me make this suggestion: The clause read 
from the Secretary's report is a mere statement that we will take 
up two things. One is the matter of the long-time obligations, and 
in that connection, the deferring of interest. Two years afterwards 
negotiations were entered upon. The Secretary states that because 
that clause regarding the payment of interest appears in that docu- 
ment and we did not collect the interest and did not force these 
nations to pay, therefore we are bound ag to that. 

Let us see where that leads us. 

In these documents which are attached to the letter occur the clause 
about deferment of interest and occur the whole scheme for the long- 
time obligations, and paragraph 6 says: 

Anything herein contained to the contrary notwithstanding, it is distinctly under- 
stood that the Secretary of the Treasury, in the exercise of his unrestricted discretion, 
shall determine whether or not the exchange of obligations contemplated by this 
arrangement shall be actually made and concluded, and if he shall determine to make 
such exchange the time when such exchange shall be effected. In case the Secre- 
tary of the Treasur/ shall determine not to make such exchange, then this arrange- 
ment shall cease to have anv future effect whatsoever. Nevertheless, until such 
exchange is effected or until the Secretary of the Treasury has given notice that he is 
not willing to conclude the arrangement for such exchange, neither the principal nor 
the interest will be demanded on the aforementioned demand obligations of the 
British Government contemplated to be exchanged as above provided, except only 
to the extent that such principal or interest would be payable under the terms of the 
obligations for which it is now contemplated that the same shall be eventually ex- 
changed. 

There is an agreement there that they will not demand the interest 
without notice during these negotiations. 

Secretary Mellon. I understand thoroughly that I am not bound 
by any of those tentative arrangements. It is so stated, clearly, and 
so stated in my letter to the ambassador. 

Senator Reed. Then the statement comes that there may be other 
correspondence. That was. made yesterday. There may nave been 
other arrangements. I sent for these papers and started to get them 
out, and then we adjourned. I still insist upon my proposition that 
the Secretary ought to take these papers and tell us what he is going 
to do. I have got to go to my office, but I want to be voted that way. 

Senator Simmons. Mr. Wadsworth, I understand, has made a more 
careful examination of the papers than the Secretary has made per- 
sonally. I want to ask him if there has been any statement by the 
Secretary of the Treasury since the termination of those Rathbone 
conferences which could in any way bind this Government to any- 
thing that the conference might have discussed ? 

Assistant Secretary Wadsworth. I have never seen any state- 
ment of any sort that would bind the Secretary of the Treasury. 

Senator Simmons. The statement of the Secretary was a statement 
made before those conferences and had reference to the clearing of 
the way for those conferences. 

Assistant Secretary Wadsworth. Yes. 

Senator Smoot. If you have no objections, I would like to ask 
Senator Reed a question. 

The Chairman. Senator Reed, Mr. Smoot wants to address an 
inquiry to you. 
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Senator Smoot. As I understand you, in the statement you just 
made you suggested that the Secretary of the Treasury or the United 
States Government direct a letter to a representative of the British 
Government and ask whether there were any other obUgations or 
understandings in relation to the payment of the interest that do not 
appear in certain papers that have been produced. | 

Senator Reed. Attached to the letter of the Secretary of May 11. 

Senator Smoot. Do vou not think that would be a rather strange 
procedure, to ask another Government to tell our Government what 
obligations there were ? 

Senator Reed. No; if thev claim that there are any negotiations 
or agreements outside of what are in these documents. The only 
reason I suggested that was that the Secretary said that they might 
come forward and claim something of that sort. 

Senator Smoot. Never mind, Senator; let it pass. 

Secretary Mellon. As I said before, this is a tentative arrange- 
ment. Tentative arrangements are not binding. A statement has 
been made in every instance to that effect. The only thing that I 
said in regard to what may have constituted an obligation on the part 
of this Government was that advice to those Governments that they 
had the privilege that had been given. If I owed Senator Reed some 
money and he said I could defer the payment for three years, and 
then at the end of two years, without ever having said anything 
further about it, he should demand that interest, I think I would con- 
sider that I was entitled to three years, because I was given that infor- 
mation and it was acted on. I think that between two individuals 
it would constitute a contract to that extent. That is only an 
opinion; but, at the same time, if it has gone to the extent of being 
an obligation 

Senator La Follette. May I ask you right there, Mr. Secretary, 
if the negotiations also covered the noncollection of interest upon 
interest, and that had not been done, you would then feel that you 
were foreclosed from collecting interest upon the unpaid interest ? 

Secretary Mellon. I doubt whether I would consider that, 
because 

Senator La Follette. If it had been acted on in the same way as 
the other, why would you not be b6und in like manner ? 

Secretary Mellon. To the extent of the time that has expired, I 
think we would be bound up to that time, but I am not sure about 
that. If it could be included, I would expect to include it. 

Senator Reed. But the time has expired, and we can not go back 
and make them pay it as of some time prior fo this. But the ques- 
tion would arise whether you would feel that you were now privi- 
leged to say to them that you now want the interest, or whether you 
would feel bound to extend it over a period of years, as outlined in 
this scheme. 

Secretary Mellon. I would expect to collect all of the interest we 
are not precluded from including. 

Senator Reed. The question is, what do you think we are pre- 
cluded from ? 

Secretarv Mellon. I do not know. 

Senator Reed. We will never get at this, Mr. Chairman, imless we 
can have the Secretary do as I suggested. 
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Senator Simmons. In regard to the assurance that they might have 
this deferred interest — that was for three years, was it not ? 

Senator Watson. Two or three years, the letter said. 

Senator Simmons. I understand that you say those three years 
have already elapsed ? 

Senator La Follette. No; not until April, 1922. 

Secretary Mellon. More than two years have elapsed, and we are 
in the third year. 

Senator Reed. This clause in this instrument would be some evi- 
dence of the understanding up to that time : 

Nevertheless, until such exchange is effected or until the Secretary of the Treasury 
has given notice that he is not willing to conclude the arrangement for such exchange, 
neither the principal nor the interest will be demanded on the aforementioned 
•demand obligations of the British Government. 

So that it would seem that vou are at liberty to notify them that 
you want this money, and that jrou will make the exchange for 
securities upon the basis laid down in these documents. 

Do you think that would be the case ? 

Secretary Mellon. What would be the case ? 

Assistant Secretary Wadsworth. As I understand it, Mr. Chair- 
man, those documents are no commitment to anybody. That was 
perfectly clear when they were written. They were just a suggested 
term of doing this thing, and they meant nothing, any' more than 
any other memorandum would. 

The Chairman. That is my understanding. 

Senator Reed. And yet these documents which were made after 
aJl these negotiations took place are some evidence of the state of 
mind of the parties at that time, and when one of these documents 
contains a clause that ^^nevertheless until such exchange is effected 
or until the Secretary of the Treasury has given notice tnat he is not 
-willing to conclude the arrangement for such exchange, neither the 
principal nor the interest will be demanded on the aforementioned 
demand obligations of the British Government contemplated to be 
exchanged as above provided, '' that would seem to indicate that this 
Government was left in this shape, that pending these negotiations it 
^would not collect the interest, but that the moment it declared the 
negotiations oflF it then would be at liberty to demand this interest. 

Is not that what your view of it is, Mr. Mellon ? 

Secretary Mellon. I think that is so. • 

Senator Keed. So that it does not look as though we had made an 
absolute agreement to defer this interest and scatter it over a period 
of years, does it ? 

Secretary Mellon. All I have is the statement that was made 
there. 

Assistant Secretary Wadsworth. That was written down as the 
frame of mind of one individual a year and a half ago. It bound 
nobody. 

Senator Reed. Was there a frame of mind in sonie other indi- 
vidual's head to the contrary that binds us ? If our Government did 
not so understand it, and the British Government understood it 
otherwise, are we bound by the British conception of it ? 

Assistant Secretary Wadsworth. In the writing pf all of these 
memoranda it was clearly stated that they bound nobody; that they 
were simply a basis upon which this thing might be put through later. 
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Senator Reed. And yet we are being told that we are bound by 
some sort of an understanding and action under it. 

Mr. Chairman, I move that the Secretary be requested to take all 
these documents and papers that he desires to refer to, to examine 
them, and at the next meeting of this committee to advise us to what 
extent, if at all, the United States is obligated in regard to any matter 
concerning the loans made to foreign governments. 

Secretary Mellon. Will you just let me say that that is a pretty 
big contract. It is going to take a lot of studv. 

Senator Reed. It is going to require a lot of study, and somebody 
has got to study it. 

Senator Watson. Of course somebody has got to proceed to 
arrange this indebtedness. 

Secretary Mellon. My idea of the procedure in arranging the 
indebtedness would be, if I had the authority, to cut out all of this. 
There is that much owing and there is that much interest. With that 
as the basis I do not think there will be any objection to the payment 
of the interest nor to the meeting of the fuU obligation. 

Senator Simmons. Mr. Secretary, if you would say to this com- 
mittee that you would enter upon these negotiations with a feeling 
that you had a free hand and open mind and that you were not handi- 
capped by anything that had transpired in the past I think that we 
would feel very much better satisfied. 

Senator Watson. Is there anything in the way except that one 
year's deferment of interest, even under the suggestion of Secretary- 
Houston ? 

Secretary Mellon. That is all there is. 

Senator Watson. That letter said that it might be extended two 
or three years. Two years are up. Unless there is some sort of fixed 
agreement by which the postponement of that interest shall be made 
for three years, the time is up. What else is there ? 

Secretary Mellon. I do not believe that there would be any con- 
tention on the other side. I think that they would be agreeable to 
meeting the interest from the tiine that the negotiations could be 
had ana the matter could be settled. 

Senator Watson. Of course, there is some of this interest, Mr. 
Secretary, that you can not collect if you had all the power in the 
world 

Secretary M4llon. As to some of these Governments there are 
amounts owing and you can not get the money. That is all. 

Senator Watson. If you sent an Army over there you could not 
get the money, and there must be negotiations with reference to those. 

SecretaryMELLON. Yes. 

Senator Watson. Therefore the only point of contention here, as 
I understand it, is simply as to the postponement of interest xmder a 
statement made by the Secretary of the Treasury. 

Secretary Mellon. I would say that I would undertake in every 
one of these cases to collect every dollar of interest that is due the 
United States, and the only interest that I consider not due to tLe 
United States would be something that they could show me that they 
were within their rights in their contentions for. 

Senator Watson. Suppose this letter had never been written, and 

Jou were coming up asking for authority. Do you believe you would 
ave the right to defer interest pajonents where it was at all possible 
to collect the interest ? 
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Secretary Mellon. There might be conditions where it would be 
de^rable to agree to some deferment of interest. I do not know. 
You must meet conditions that exist. 

Senator Simmons. Mr. Secretary, then, as I understand you, if you 
should finally reach the conclusion that this assurance of the Secre- 
tary of the Treasury as to two or three years' extension of interest 
was binding, you would not consider that binding as to any interest 
that might accrue after the two or three years ? 

Secretary Mellon. Oh, certainly. 

Senator Simmons. But you do want a free hand if you think it is 
to the best interests of this country to further extend the interest 
payments ? 

Secretary Mellon. Yes. I want you to imderstand there is no 
bias in my mind in favor of any of these Governments. I want to do 
the very best and make the very best settlement that can be made of 
the matter, just as any of the members f the committee do. 

Senator Smoot. Former Secretary Glass or former Secretary 
Houston have never stated that they could not compel any of those 
countries to pay the interest. Secretary Glass, in his letter of Decem- 
ber 18, 1919, to Hon. Joseph W. Fordney, gives a reason why it has 
not been collected, in these words : 

If the Treasury does not defer the collection of interest and thus addp to the present 
difficulties in the financial and economic rehabilitation of the world by demanding 
an immediate cash payment of interest before the industry and trade of Europe has an 
opportunity to revive, we should not only make it impossible for Europe to continue 
needed purchases here and decrease their ultimate capacity to pay their debts to us, 
but should iiinder rather than help the reconstruction which the world should hasten. 
A nation can liquidate its foreign debts only by the accumulation of foreign credits, 
w^hich may be accomplished through an excess trade balance, invisible exchange 
items, the creation of credits by loans, or by the export of gold, etc. 

Senator Simmons. That makes it clear that Secretary Glass did 
not think we were under any binding obligation to do it, but it was 
just a matter of extension. 

Senator Smoot. He said on the floor of the Senate the other day 
that under the law we had a perfect right to defer the payments of 
interest, and he said that Secretary Houston took the same position 
and he had no doubt that Secretary Mellon would take the sam# 
position. It was a policy. 

Senator Simmons. I want to say that I recognize that the Secretary 
ought to have very large latitude in carrying on these negotiations, 
and I do not want, myself, to hamper him in any way, but i do want 
to know very definitely what his views are with reference to certain 
vital phases of this question. 

Senator Smoot. I think he has stated them very clearly. 

Senator Simmons. I think Congress would want to know that, 
because if they should happen to disagree with him, then they would 
be disposed to place some Umitations upon his power. 

Senator Reed. Mr. Wadsworth, is there a letter from the British 
Government or from the French Government asking to have this 
interest deferred ? 

Assistant Secretary Wadsworth. There is none that I know of. 

Senator Reed. How was the riequest made for deferring the 
interest ? 
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Assistant Secretary Wadsworth. I think, as I remember it, Mr. 
Rathbone spoke to the representatives of these nations abroad and 
simply said that as this negotiation was now begun the interest 
would not be demanded. 

Senator Reed. Where is Mr. Rathbone now % 

Assistant Secretary Wadsworth. He is in New York, I think. 

Senator Reed. Mr. Chairman, I think I am going to insist on my 
motion, unless somebody 

The Chairman. What is your motion, Senator? 

Senator Reed. My motion was that the Secretary of the Treasury 
be requested to examine all the documents in this case and be pre- 
pared — I said at the next meeting, but I am entirely willing that hfe 
shall have all the time he wants — at the conclusion of his examina-^ 
tion to appear before the committee and advise it just how far, if a^t 
all, he regards the United States bound morally, legally, or otherwise\ 
by any negotiations or correspondence that have taken place. 

The Chairman. Would it be well to appoint a subcommittee of two 
members of this committee to examine these papers? 

Senator Reed. Very well. I thought the Secretary was the man 
who had to make up his mind, but I am perfectly willing. 

The Chairman. 1 will appoint Senator La Follette and you to 
examine the papers — ^a nonpartisan committee. 

Senator Simmons. It is not a matter of examining papers. It is a 
matter of what the opinion of the Secretary is from those papers. 

Senator La Follette. Of course it is. That is the purpose of the 
motion. 

The Chairman. The committee has heard the motion. If there is 
ho objection the motion wiU be considered as adopted 

Senator Watson. I move that the committee proceed to executive 
session. I think we ought to talk about that amoBg ourselves and 
outline a policy. 

The Chairman. Is the examination of the Secretary finished for 
to-day? 

Senator Reed. Yes. 

The Chairman. Have you any further questions, Senator La 
Follette? 

Senator La Follette. Not to-day;. 

Hie Chairman. Then the committee will proceed to executive 
session. 

(Whereupon, at 11.55 o'clock a. m., the committee went into ex- 
ecutive session, after which an adjournment was taken subject to 
the call of the chairman.) 
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United States Senate, 
Committee on Finance, 

Waahmgtonj D. C. 

The committee met, pursuant to call of the chairman, at 10.30 
o'clock a. m., in room 312, Senate Office Building. 

Present: Senators Penrose (chairman), McCumber, Smoot, La 
FoUette, Dillingham, McLean, Watson, Calder, Simmons, Gerry, and 
Walsh. 

Present also : Hon. Andrew W. Mellon, Secretary of the Treasury; 
Hon. Eliot Wadsworth, Assistant Secretary of the Treasury; and 
John E. Walker, Esq., chief of the legislative drafting service of the 
Senate. 

The Chairman. At the request particularly of certain members of 
the committee, and with the acquiescence of the whole committee, the 
Secretary of the Treasury is here to respond to certain inquiries re- 
garding his purposes in relation to the funding bills, briefly so called. 
It is unfortunate that some of those who were particularly anxious 
to meet the Secretary this morning are not present, but it is impossi- 
ble to delay this legislation indefinitely, and I will, therefore, re- 
quest the Secretary to proceed with any written statement he may 
have prepared for the information of the committee. 
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STATEMENT OF HON. ANBBEW W. MEILOIT, i»£CBETABY OF THE 

TKE^STJllY.; .. ., 

Secretary Mellon. Is it yoa^^desi^:e.to.hfl^v^ this letter read? 
The Chairman. I think so ; yes, sir. 
Secretary Mellon. Mr. Wadsworth will please read it. 
Assistant Secretary Wadsworth (reading) : 

Secretary of the Treasury, 

Washinfftoriy July 26, 1921, 
Hon. Boise Penrose, 

ChairrrKm Committee on Finance, 

United States Senate. 

My Dear Senator: Complying with your request in behalf of the Finance 
Committee that I put in writing my understanding as to the obligations, if any, 
on the part of this Government in connection with the funding of foreign loans 
and the postponement of payment of interest thereon, I beg to advise you as 
follows : 

1. In view of the action of my predecessors I am of the opinion that as to the 
principal foreign Governments receiving advances from the proceeds of Liberty 
bonds, this Government is committed to the postponement of the interest for two 
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or three years (over two years of which have ah-eady elapsed) and to the 
spreading over subsequent years the payment of the postponed interest install- 
ments; but that this obligation is contingent upon such foreign Government 
carrying out with reasonable promptness, after this Government is ready to 
proceed, a satisfactory funding of its existing short-time obligations to this 
country. As to the compounding of interest, Secretary Houston, in his annual 
report to Congress for the year 1920, clearly shows that it was not contemplated 
that interest should be charged on the postponed interest, at least during the 
two or three year period. However, I regard the dates suggested by Secretary 
Houston in his annual report for the payment of this deferred interest as merely 
tentative and not a binding commitment. 

In view of the public announcement on this subject made by Secretary Glass, 
communicated as it was to the foreign Governments, reported to Congress by 
both Secretary Glass and Secretary Houston, and acquiesced in for more than 
two years, I think good faith and fair dealing obligate this Government to the 
extent I have indicated. • 

I do not consider that any obligations exist on the part of this Government 
by reason of anything taking place in the negotiations conducted by Mr. Rath- 
bone with the representatives of the British Government, to which reference has 
been made In the hearings before your committee. 

2. During the peace conference in Paris the repi^esentatives of Great Britain, 
France, and the United States agreed to recommend to their respective (Joverii- 
ments to take in satisfaction of their advances made to Belgium prior to Novem- 
ber 11, 1918, German reparation bonds out of a special issue of bearer bonds 
maturing May 1, 1926, to be made under the treaty of Versailles, and this 
recommendation was communicated to the Senate by the President on February 
22, 1921. No action has been taken thereon. 

' Subsequently the principal European powers and Germany, in fixing the amount 
of the indemnity to be paid by Germany and the bonds to be issued in connec- 
tion therewith, provided for an issue of what are designated as series A bonds,, 
which should include the bearer bonds above mentioned. Whether what has 
been done will make this matter a. subject for further consideration, I can not 
now say. 

3. I would like to avail myself of the present opportunity to clear up a matter 
about which there seems to be some misapprehension, and that Is as to the power 
given by the act to accept bonds of some country other than the debtor country. 
So far as concerns the principal debtor powers, which together owe us (without 
accrued interest) over $9,000,000,000, there is no intention or thought of ac- 
cepting in payment bonds other than those of the debtor country. The author- 
ity now asked, however, covers debts owing to us by Czechoslovakia, Greece, 
Rumania, Russia, Serbia, Poland, and a large number of other countries. Theii 
resources and their ability to pay differ widely, and the conditions which will 
have to be dealt with can not now be foreseen. The situation which confronts 
the Treasury is exceedingly complex, and to deal properly with it the Treas- 
ury must have ample powers to enable it, when the condition of each debtor 
country has been definitely ascertained and the claims of all parties interested 
have been presented, to deal with the situation broadly In such a way as will,, 
in its judgment, best protect the interests of this country and secure the pay- 
ment of the principal and interest of the debts now owing to it. The representa- 
tives of this Government should have equally as broad powers as the representa- 
tives of any other country, iso as to be able to demand and accept our share of 
whatever form of payment and security may be found to be obtainable in any 
case. 

To accomplish this and to cover all contingencies, it was deemed necessary 
that the act should take the broad form in which it was presented to your 
committee. 

In the present existing conditions I would urge the importance of the passage 
of this legislation at the earliest practicable date. 
Sincerely, yours, 

A. W. Mellon, Secretary, 

Senator Watson. Mr. Secretary, do you know the amount that the 
smaller countries, like Poland and Czechoslovakia owe to the nation of 
Germany or the amounts Germany is indebted to them ? 

Secretary Mjeulon. I do not know that Germany is indebted to any 
of those countries. 



REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. iSl 

Assistant Secretary Wadsworth. I do no*: think Germany is in- 
debted to any of them, Senator. 

Senator Watson. I did not know. He spote there on the subject 
of accepting German bonds by those particular nations as if they 
might have German bonds. 

Assistant Secretary Wadsworth. No. 

Senator Watson. Then I got the wrong meaning. 

Assistant Secretary Wadsworth. There is no question regarding 
German bonds referring to those smaller nations. 

Senator McCumbek. Mr. Mellon, there is one feature of the con- 
tention here before the committee that I do not think has been fully 
answered by your letter, and possibly a little explanation would 
elucidate the matter. The question has been propounded quite often 
to what you propose to do when this authority is granted. Will you 
jusf briefly state what your proceeding will be and what you expect 
to accomplish? 

Secretary Mellon. The procedure would be to take up, first, I sup- 
pose, Great Britain, after that France, the country under considera- 
tion, would be expected to make a statement of what they could do 
or what they desired, and that would be the start of the negotiations. 

With Great Britain, France, and Italy, the larger countries, I do 
not imagine any difliculties are going to arise. There may be a ques- 
tion possibly of some further deferment; I do not know. But that 
possibly may arise. 

Senator Smoot. That is, you mean, not interest for the future but 
the accumulated interest to date? 

Secretary Mellon. The accumulated interest, and how far, for in- 
stance, they expect to go beyond the two years. The two years have 
expired. 1 presume in all of those cases we will be expected to defer 
previous interest. 

Senator McCumber. What you mean by deferring of the interest is 
that this interest will simply be deferred as to the time in which it 
may be paid as an interest obligation ? 

Secretary Mellon. Yes, sir. 

Senator McCumber. But that securities or governmental bonds will 
be taken for that interest that has accumulated ? 

Secretary Mellon. Yes. 

Senator McCxtmber. In other words, that that possibly might be 
made into long-time bonds the same as the principal ? 

Secretary Mellon. Yes. 

Senator Smoot. Let me ask you if you have given any consideration, 
or arrived at any conclusion as to the desirability or undesirability of 
taking the amount of the principal now due in the way of a bond and 
increasing the rate of interest or to absorb the amount of accumu- 
lated interest at the date of the bonds during the life of that bond ? 

Secretary Mellon. That is the suggestion that the President re- 
ferred to or made, I think, in an address in New York, and his idea 
there was that if he added the interest, making a higher rate for the 
term of the bonds refunded, that that would make them more market- 
able and more readily disposed of to our own people. He thought 
that was a good suggestion. But there has been no suggestion on the 
part of the debtor countries of anything further than that. 
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Senator Smoot. And you have not made up your mind it is the best 
policy to pursue? 

Secretary Mellon. My own opinion would have been that this ac- 
cumulated deferred interest should be added to the debt and all 
treated as one amount, and then the refunding made on that basis. 
That would be the natural way to treat it. 

Senator McCumber. But there would be one thing to be said in 
favor of the higher rate of interest — that if we were pressed for cash 
at any time it would be very much easier to transfer those bonds and 
get cash out of them. 

Secretary Mellon. It would have that merit, and if the rates of 
interest prevailing were lower than they are now it would not neces- 
sariljr make any loss, because the bonds then might be sold at a 
premium. , 

The Chairman. Mr. Mellon, there is no intention on the part of 
the present administration to cancel or forgive any part of this 
indebtedness of f orneign nations, is there ? 

Secretary Mellon. No. 

The Chairman. That has been bruited abroad, though so far as 
conditions are at present it is absolutely without foundation? 

Secretary Mellon. The examination of all these memoranda that 
are in the cases shows there has not anything been done nor has there 
any suggestion been made on the part of the Treasury in that direc- 
tion. They have all along taken the position that these are obliga- 
tions owing to this country, and valid obligations that must be even- 
tually paid. 

Senator McCumber. There has been one objection before the com- 
mittee, if you will recall, about having the accumulated interest repre- 
sented in the higher rate of interest in bonds that might be issued, 
that the Governments might pay them immediately and thereby 
escape accumulated interest. Is it not true that if you were to take 
bonds of that kind they woul9 be due at such a definite future time 
and could not be paid on or before without paying the whole interest 
up to the time at which they became due ? 

Secretary Mellon. That is true, unless they should contain a pro- 
vision malang those payments optional at an early date. But with- 
out that they could not be paid. 

Senator McCumber. But you would not allow them to contain that 
provision unless it would fully take care of that accumulated interest, 
would you ? 

Secretary Mellon. No. 

Assistant Secretary Wadsworth. May I say one word about the 
procedure: This letter speaks of the necessity of having powers as 
broad as those other nations will have in negotiation. We will carry 
on a negotiation — that is, the representatives of this Government-^ 
perhaps, with Italy, for example, and Italy will owe money both to 
England and France ; and the Secretary of the Treasury, or whoever 
represents this Government, should have power to deal jointly with 
that debt, so there will be no restriction in those negotiations on the 
part of one of the negotiators. 

Senator McCumber. Otherwise Great Britain could definitely agree 
with Italy, while all we could do would be to make suggestions. 
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Assistant Secretary Wadsworth. Or we could agree only to ac- 
cepting securities such as are contemplated in the Liberty loan 
acts, with definite dates of termination and definite rates of inter- 
est, etc. We would have no elasticity. 

Senator McCumber. It would all have to come back to Congress ? 

Assistant Secretary Wadsworth. Yes. 

The Chairman. Would your negotiations contemplate any de- 
ductions from these foreign debts on account of claims by foreign 
Governments against us which might develop or which have de- 
veloped. 

Assistant Secretary Wadsworth. I do not know of any counter- 
claims ; I do not think there are any. 

Secretary Mellon. They would have been presented by this time. 

The Chairman. Reference was made to the entirely proper trans- 
action of the payment of a bill for transportation to the English 
Government, and a good deal of unnecessary commotion was made 
over it; and I simply wanted to make the point that there would 
be no deductions from the principal of these debts to foreign Gov- 
ernments against us which might develop or which have developed. 

Senator Smoot. If we owe them anything we will pay it, and if 
they owe us anything we will expect them to pay us. 

iSenator McLean. Mr. Secretary, you would not expect to get 
much cash from France or Italy. Do you know whether England 
would expect to liquidate these bonds in any way other than by 
changing their identity in some way ? 

Secretary Mellon. I do not know of anything definite in that 
direction. "There was some a few months ago. I think the budget 
of Great Britain contained an item of £40,000,000, which would 
be ordinarily about $200,000,000, for payment of interest to this 
Government. That was in the budget proposed but I have not 
heard anything since on the subject and I imagine that Great 
Britain is expecting to meet the payment of the interest, so far as 
her debt is concerned. 

Senator Smoot. No offers of real estate of any kind? 

Secretary Mellon. No. 

Senator McCumber. Of course, if Great Britain offers cash to 
pay interest we would accept it ? 

Secretary Mellon. Of course. 

Senator Watson. Senator Spencer wanted me to ask whether 
the indebtedness of Poland, Czechoslovakia, or any of those smaller 
nations was guaranteed by either England or France. 

Secretary Mellon. No ; I think not. 

The Chairman. Senator Spencer, there is no objection to your 
asking questions directly, since you are present, if you desire to 
address any inquiries to the Secretary. 

Senator Spencer. I have no questions to ask. I wanted the in- 
formation that the Secretary has so clearly given. 

Senator Walsh. Mr. Secretary, do you recall the proposed amend- 
ment suggested by me at the close of the hearings some days ago, 
which I will read to you. [Reading:] 

The Secretary of the Treasury shall immediately transmit to the C'oivress 
copies of any refiindinj; aprreenients entered ifito with the approval of the 
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President by each foreign Government under the application of the authority 
granted under this act. 

You expressed a desire to consider that amendment before com- 
menting upon it. Have you been able to form an opinion as to your / 
wishes in the matter? 

Secretary Mellon. My judgment is that that would not be prac- 
tical, and that is met in this letter which I submitted this morning, in 
the explanation regarding these smaller Governments owing to other 
Governments certain amounts. It will be necessary for us have 
authority to make settlements, that is, agree to plans. Agree to 
plans of settlement along with the other Governments in the negotia- 
tions. 

Senator Walsh. What is the objection when you have completed 
negotiations with, for illustration, Italy, and the terms for refunding 
have all been agreed upon, to communicating that agreement to the 
Senate and to Congress? 

Secretary Mellon. We may have to proceed immediately with a 
negotiation similar to that one with some other Government, and it 
would be detrimental to the proceedings to have publicity of the 
whole agreement that has previously been made, until we arrived at 
the same conclusions in regard to the other negotiations. 

Senator Walsh. Is not that g;oing to leave all the American people 
for an indefinite period of time in ignorance and in blindness of what 
is being done, and what has been done to refund $10,000,000,000 ; and 
long after you are out of office and somebody else comes and takes up 
the reins of office, this thing will be going on and nobody will know 
anything about it? 

Secretary Mellon. These matters will be made public. 

Senator Walsh. In the annual reports, such as you see fit to make ; 
is not that so? 

Secretary Mellon. There will be no occasion to keep them secret 
in any Avay, except so far as the desirability connected with the 
negotiations is concerned. 

Senator Smoot. That is, during the negotiation ? 

Secretary Mellon. During the negotiation. 

Senator Walsh. You are of the opinion that making public re- 
turns of the conditions upon which you have refunded the debt of 
one country may have a detrimental effect in making a good trade 
for our country in negotiating with some other country ? 

Secretary Mellon. Yes. 

Senator Walsh. That means, if that is the fact, then you will keep 
secret or prevent publicity being given to as many of these agree- 
ments as you choose and as much of each agreement as you may choose 
to do so ? 

Secretary Mellon. If there seems to be a reason for keeping it 
secret. 

Senator Walsh. Do you want to assume that authority? Would 
you want to give that authority to anybody else — ^to any Secretary 
of the Treasury that any President might name ? 

Secretary Mellon. I have no desire to assume any authority or 
responsibility more than can be avoided. It is only what may be re- 
quired and what may be necessary under the circumstances, at that 
time. 
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We may have simultaneous negotiations with several of those for- 
eign countries, and they go on and one is not finally completed, and 
another may be completed. But it may be desirable to keep that in- 
forination in hand until we arrive at a conclusion with the several 
•Governments concerned. 

Senator Watson. It is a little the way a banker deals with a lot of 
creditors, some of whom are shaky and some are reliable. He does 
not give them the same terms and treatment, all of them, on the same 
basis, and the banker does not publish the information to every one 
in the neighborhood, while he is dealing with each individual debtor. 

Secretary Mellon. That is correct ; and I might say on the subject 
of the responsibility : I am at present exercising responsibilities per- 
Tiaps as great as those given in this bill — not as great in the amount, 
but as we go along altogether there are very great responsibilities. 

Senator Walsh. But they are matters that Congress can at any 
time interrogate you about? ^ 

Secretary Mellon. Yes; but Congress has not interrogated me 
about them ; for instance, the borrowings of the Treasury, the fixing 
of the rates of interest. They are large amounts that are borrowed. 

Senator Walsh. I do not hear you. 

Secretary Mellon. I am just speaking of the general responsibili- 
ties of the office. They are as great almost as what is asked for in 
this act. 

Senator Walsh. Xo Treasurer heretofore has had such a vast sum 
of money to negotiate with foreign governments, propositions relat- 
ing to the refunding of the sum ? 

Secretary Mellon. No ; not with foreign governments. But what 
I mean is the floating debt of our own Government. We are borrow- 
ing from month to month large amounts of money, and the rate of 
interest to be paid has to be fixed by the Treasury. 

Senator Walsh. That authority every Secretary of the Treasury 
or every Treasurer in every State of the Union has to a limited degree. 

Secretary Mellon. That is the point I am making; it is necessary. 

Senator Walsh. And he has to make public as soon as every loan 
is negotiated, and everybody in the community knows it. 

Secretary Mellon. But it is necessary to have that discretion 
lodged somewhere. In the same waj' there are in the sinking funds 
large amounts of Liberty loans purchased and canceled, and there are 
large transactions all the time. These negotiations are in a general 
way of some impoi t. 

Senator Smoot. These loans are already made and there is no dis- 
pute between this country and the foreign countries as to the amount. 

Secretary Mellon. No. 

Senator Smoot. And the only question is as to the terms of pay- 
ment ? 

Secretary Mellon. That is the whole thing. Here are amounts 
of money that are due and owing. The procedure is to make an 
agreement to say when the payments shall be made of the interest 
and principal; that is the whole thing. 

Senator Smoot. Senator Walsh, do you object to modifying your 
proposed amendment by requiring a statement to be made upon the 
completion of the terms agreed upon? 
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Senator Walsh. My amendment only calls for a statement to be 
made to Congress upon the completion of it in each individual case. 
I do not know — we all may be dead, and there may be five Secre- 
taries of the Treasury in the meantime before these negotiations 
have been completed. I suppose you will agree to that. You can 
not see any end to it, can you ? 

Secretary Mellon, But there is not any doubt in my mind but 
that in every case where settlement has been made and where it 
has no bearing on the other cases it would at least be made public.-.. 

Senator WaijSH. ^Tiat is the objection, then? 

Secretary Mellon. Simply because you are putting something 
obligatory in it that may be an obstacle somewhere in the orderly 
px'ocedure of taking up negotiations either simultaneously or one j 

later than another. -j 

Senator Walsh. Would you agree that there could be transmitted 
to the Senate in executive session the result of your negotiations in 
each case. 

Secretary Mellon. That can always be had by the Senate. 

Senator Walsh. I will not agree that that would necessarily be 
secret. 

Secretary Mellon. There is not any time, even if you give this 
broad authority that is asked, that the Senate is precluded from 
asking for all of the information and obtaining it in executive 
session. 

Senator Smoot. Senator, another thing, there is the proposed 
amendment by the chairman which limits this act to five years, so 
there is not any doubt but what under this act they must be closed 
within five years or the authority lapses. 

Senator Walsh. But the difficulty is that w^e are legislating for 
this man. We do not know but what there will be another Secretary 
of the Treasury to-morrow who will not have the business sagacity 
and the splendid skill in handling financial problems that the pres- 
ent Secretary has, and therefore we must put every safeguard about 
this to see that the most security surrounds the refunding of these 
loans. 

Senator Smoot. I have not any doubt but what ihej will all be 
settled in two years. 

Senator Walsh. I know secretaries that you would not give this 
authority to. 

Senator MoCumber. With the negotiations that have already been 
had, sa}', with Great Britain, would there be any reason why we 
could not close the British case in a very few months ? 

Secretary Mellon. There is no reason why it should not be settled^ 
as you say, within a few months. 

Senator Smoot. I expect to see every one of these cases settled 
within two years, and I think the Secretary will not handle the 
thing as he ought if they are not. 

Secretary Mellon. I do not think it is going to take a long time. 
They might be taken up one after the other. 

Senator Walsh. I want to have your position clear. Undoubtedly 
these are going to be points of attack against the bill as presented 
by you: First of all, you do not feel, under all the circumstances^ 
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that you ought to agree to submit each of the negotiations to the 
Senate for their approval? 

Secretary Meu/ON. No. 

Senator Walsh. Second, you do not feel under all the circum- 
stances that you ought to be asked to make a separate report of each 
consummated transaction with each one of the debtor countries? 

Secretary Mellon. That objection may not apply to some of the 
cases. There are likely to be settlements made where they can be 
immediately reported. It is only in some cases that there may be 
delay. 

Senator Walsh. In other words, you want discretion in that 
matter? 

Secretary Mellon. Yes. 

Senator Walsh. In some cases you would feel you could report 
and in others you would feel that you could not do so. You would 
not want any obligation imposing that upon you? 

Secretary Mellon. No. 

Senator McCumber. With the more important nations you would 
not be required to withhold anything. 

The Chairman. I take it, Mr. Secretary, that 90 per cent or more 
of the debt comes from nations — three or four in number — which 
are thoroughly responsible ? 

Secretary Mellon. Yes. 

The Chairman. And that adjustment with them would be accom- 
plished possibly in a few months ? ' 

Secretary Mellon. Yes ; possibly. 

The Chairman. The long-drawn-out affairs would be with these 
little debts of new nations — mushroom nations? 

Senator Smoot. With no credit back of them to speak of? 

The Chairman. No credit to speak of, and a factor in the nego- 
tiations which the Secretary will be intrusted with. 

Secretary Mellon. I think that is a statement of what can be ex- 
pected. 

The Chairman. I think, Senator Walsh, that ought to be borne 
in mind. 

Senator Walsh. What do you mean. Senator? 

The Chairman. That 90 per cent of this indebtedness represents 
nations that can make good; nobody doubts their solvency, and 
those negotiations might be achieved in a few months. In respect of 
some mushroom nations, it may take several years. They may have 
no treasury department yet organized ; probably have not. 

Senator Walsh. The armistice was signed two and a half years 
ago, and not much progress was made up to the 4th of March last 
in negotiating for the refunding of these loans? 

Secretary SIellon. No. 

Senator Walsh. Although there was authority at that time vested 
in the Secretary of the Treasury to proceed to negotiate. 

Senator Smoot. I doubt it, as to the interest. 

Senator Walsh. About interest, I think, that is right. 

Senator Smoot. I doubt it, as to interest. 

Senator Walsh. To refund interest? 

Senator Smoot. Yes. 

Senator Walsh. I think you are correct. 
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By the way, I want to repeat what the Senator said, or ask Mr. 
Mellon to repeat it — do you state as a matter of record that 90 per 
cent of this indebtedness is secure and safe and collectible? 

Secretary Meixon. I believe so. When you say "collectible," I 
would say, "immediately collectible." I mean that it can be re- 
funded and eventually those obligations will be sound securities. 

Senator Walsh. Referring to your letter, page 1, "As to the 
compounding of interest. Secretary Houston, in his annual report to 
Congress for the year 1920, clearly shows that it was not contem- 
plated that interest should be charged on the postponed interest, 
at least during the two or three year period. However, I regard the 
dates suggested by Secretary Houston in his annual report for the 
payment of this deferred interest as merely tentative and not a 
binding commitment." 

Will you explain what you mean by that? 

Secretary Mellon. In the first place, for the first two or three 
years it is binding. But the suggested extension of time of payment 
of deferred interest into the future was only tentative and is not 
binding. 

Senator Walsh. So that you consider that the deferment of in- 
terest agreements are not binding up to 1922 ? 

Secretary Mellon. I should say this, if we immediately open ne- 
gotiations and the subject is concluded that that ends that period — 
that two or three years. You see that it is indefinite. 

Senator Walsh. Pardon me, I wish you would amplify that. I do 
not quite understand how it is indefinite. 

Secretary Mellon. It does not say three years ; it says two to three 
years. 

Senator Walsh. Yes. 

Secretary Mellon. Well, that is indefinite. 

Senator McCumber. And over two years have elapsed ? 

Secretary Mellon. Yes. 

Senator Walsh. And three years will be up in 1922 ? 

Secretary Mellon. Yes. I think they could claim deferment of 
the interest up until that time, but if the negotiations were on hand 
earlier than that I should think that would be the period that would 
be taken as the end of the deferment naturally. 

Senator Walsh. Do vou consider that we are morallv bound not to 
collect interest on the overdue interest ? 

Secretary Mellon. If you will read further 

Senator Walsh (reading) : " In view of the public announcement on 
this subject made by Secretary Glass, communicated as it was to the 
foreign Governments, reported to Congress by both Secretary Glass 
and Secretary Houston, and acquiesced in for more than two years, 
I think, good faith and fair dealing obligate this Government to the 
extent I have indicated." 

I wish you would explain just to what extent Secretary Glass and 
Secretary Houston have committed this country to the policy or the 
position of not collecting interest on overdue interest. 

Secretary Mellon. The Treasurj^ made this statement to the for- 
eign Governments. 

Senator Walsh. Who was Treasurer at the time of the statement? 
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Secretary Mellon. I believe Secretary Glass was. 

Senator Walsh. Who is it directed to, Mr. Secretary ? 

Secretary Mellon. To the British Treasury. Mr. Chamberlain 
replied to it 

Senator Walsh. Have you the 'date, Mr. Mellon? 

Secretary Mellon. Yes; December 2, 1919. 

Senator Walsh. Now, give us the communication that you refer to. 

Secretary Mellon (reading) : " The Treasury is prepared, at the 
convenience of the Governments of the Allies, to take up with their 
representatives the funding of the demand obligations which the 
United States holds into long-time obligations and at the same time 
^ refunding during the reconstruction period of, say, for a year or two 

or three years of the interest on the obligations of foreign Govern- 
ments acquired by the United States under the Liberty loan acts." 

That was stated to the foreign Governments. 

Senator Walsh. Do you construe that language to bind our Gov- 
ernment to a position ox refusing to insist upon compound interest? 

Secretary Mellon. I can not see how it could be otherwise. That 
was replied to by Mr. Chamberlain, of Great Britain. 

Senator MoCumbbr. May I ask Mr. Mellon a question at that 
point? 

I want to know if, under the instrument which we took from the 
foreign Governments — ^the I. O. U., or whatever you call it — and for 
which we gave them credit, there was anything that provided there 
should be compound interest in case of any delay in paying the 
interest? 

Secretary Mellon. No ; there was not. 

Senator MoCumber. Then, as a legal proposition, could we collect 
compound interest where the instrument itself does not prowde for 
compounding the interest? 

Secretary Mellon. I do not know in international dealings exactly 
what is meant by legal authority. 

Senator McCumbbr. I think it is generally conceded that in the 
laws of the States and under the common law there is no compounding 
of interest unless the instrument itself provides for it. 

Secretary Mellon. That is so, and I imagine that the international 
dealings would follow the general custom. 

Senator MoCumber. It often happens that a Government is a little 
behind in its payments. If the Government of the United States is 
behind in its payments of interest, it never pays compound interest, 

does it? 

Secretary Mellon. No; it does not. 

Senator MoCumber. Nor does it ever exact compound interest of 
others on obligations owing the Government, does it, unless the law 
itself provides for such compounding? 

Secretary Mellon. I think that is so. Senator McCumber. 

Senator Walsh. As I understand it, the demand notes had no 
maturity dates and had no definite paying date. 

Secretary Mellon. I beg your pardon? 

Senator Walsh. I say the demand notes had no maturity dates 
and no date fixing the interest payments. 

Secretary Mellon. No. 
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Senator Walsh. In fact, it is true that all short-time obligations 
were not drawn in le^al form to comply with the Liberty loan acts ; 
in fact, they bore no interest provision such as is usually contained 
in the terms and on the face of bonds of the United States? 

Secretary Mellon. No. 

Senator Walsh. Did they bear interest at all? 

Asst. Secretary Wadsworth. Yes ; they all bear interest. 

Senator Walsh. But no date of payment of interest was fixed ? 

Asst. Secretary Wai>sworth. No. 

Senator Walsh. Then, how can you collect interest when no date 
is fixed? How can you insist upon a certain date when there is no 
time fixed for interest to be collected? 

Senator McCumber. Doesn't it say that it shall be paid semi- 
annually ? 

Asst. Secretary Wadsworth. The instrument provides that the 
notes shall be exchanged for bonds of foreign Governments within a 
reasonable time. 

Secretary Mellon. And those bonds shall be as provided for under 
the Liberty loan acts. 

Senator McCumber. And those shall bear the same terms as are 
required in Liberty loan acts? Those provide for semiannual pay- 
ments, but they do not provide for compounding the interest in the 
event interest payments are not met. 

Senator Walsh. Do you know whether this question was sub- 
mitted to the Attorney General? 

Secretary Mellon. I do not think these questions were. 

Senator Walsh. Would it appear, then, that the Treasury Depart- 
ment undertook to lend this money without legal authority? 

The Chairman. Who was the Attorney Greneral at that time? 

Senator Walsh. I imagine he was the Texas man. 

The Chairman. Is fame so evanescent that the great war Attorney 
General is not remembered any longer in this committee ? 

Senator Walsh. It shows how quickly fame passes away. I may 
add that that is true also of Senators as well as Attorneys General. 

The Chairman. But we would expect that heroes of the war un- 
der the Wilson regime should have left imperishable memories. 

Secretary Mellon. In regard to that question. Senator, I wish to 
say that no government has raised any question about the legality 
of these instruments. 

Senator Walsh. I do not assume that they have. I am simply 
trying to determine whether there has been compliance with the 
law as to whether they were issued with proper authority. 

Senator McLean, x ou say, Mr. Secretary, that there is no time 
fixed? 

Secretary Mellon. They were to be replaced by the funding bonds, 
as provided by authority of the Liberty loan act. 

Assistant Secretary Wadsworth. May I read the form of the note ? 

The Chairman. I think the committee would be interested in that. 

Assistant Secretary Wadsworth. This form is a skeleton copy: 

"The Government of (name of foreign Government), for value 
received, promises to pay to the United States of America, or as- 
signs, the sum of (number of dollars in words) on demand, with 
interest from date hereof at the rate of (rate per cent) per cent per 
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a,niium. Such principal sum and the interest thereon will be paid 
without deduction for any (name of foreign Government) taxes, 
present or future, in gold coin of the United States of America ot 
the present standard of weight and fineness at the Subtreasury of 
the iTnited States in New York, or, at the option of the holder, at the 
Treasury of the United States in Washington. 

" This certificate will be converted by the Government of (name of 
foreign Government) if requested by the Secretary of the Treasury 
of the United States of America, at par with an adjustment of ac- 
crued interest into an equal par amount of (rate per cent) per cent 
convertible gold bonds of the Government of (name of foreign Gov- 
ernment), conforming to the provisions of acts of Congress of the 
United States known, respectively, as second Liberty bond act, third 
Liberty bond act, and fourth Liberty bond act. If bonds of the 
United States issued under authority of said acts shall be converted 
into other United States bonds bearing a higher rate of interest than 
4^ per cent per annum, a proportionate part of the obligations of 
the Government of (name of foreign Government) of this series 
acquired by the United States under authority of said acts shall, at 
the request of said Secretary of the Treasury, be converted into 
■obligations of said Government of (name of foreign Government), 
bearing interest at a rate exceeding that previously borne by this 
obligation by the same amount as the interest rate of the bonds of 
the United States issued upon such conversion exceeds the interest 
rate of (rate of this obligation) per cent, but not less than the high- 
est rate of interest borne by such bonds of the United States." 

Senator Walsh. Isn't it true that the French Minister of Finance 
has continually held that the demand notes could not be claimed to 
be actually payable on demand and, further, that no court exists to 
enforce payments of these notes — no court in the world ? 

Senator Smoot. That is true with every foreign obligation. 

The Chairman. About the only way to collect them would be to 
send an army. 

Senator Walsh. It has been suggested that this is for the purpose 
of putting our Government in the position of being lenient in the 
matter of collecting interest. 

Senator Watson. Mr. Secretary, do I understand you to mean that 
because of certain statements made by Secretary Houston and Secre- 
tary Glass to these foreign nations that the payment might be de- 
ferred for a period of two or three years ; you do not think that interest 
should be collected on the interest on those debts ? 

Seci^tary Mellon. Yes. 

Senator Watson. And, supposing that we now enter into negotia- 
tions with a nation which can not pay interest ; you then propose to 
take bonds for that interest? 

Secretary Mellon. We expect to treat that interest as a part of the 
principal. 

Senator Watson. Yes. And that bond when thus taken will, of 
course, carry an interest rate? 

Secretary Mellon. In other words, there is no question of having 
interest on interest for the future. 

Senator Watson. That is the point. 



192 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 

Senator Gerry. I understand your idea to be that there is a certain 
moral obligation that prevents the United States Government from 
demanding interest before April, 1922. With regard to the letter 
written by former Secretary of the Treasury Glass, have you discussed 
this letter with Senator iGJass ? 

Secretary Mellon. No ; I have not. I have only taken the record 
of the Treasury's proceedings. 

Senator Gerry. I did not hear you. 

Secretary Meljl.on. I have taken only the records of the Treasury 
that we have of the proceedings. 

Senator Gerry. Don't you think in a matter of such great impor- 
tance it would be well to consult Senator Glass in order that you might 
find out what his idea is? 

Secretary Mellon. It is very plain ; there is nothing obscure about 
it ; it is clear. That representation was made to the foreign Govern- 
ments and was accepted on the part of Great Britain. 

Senator Gerry. In other words, you state there was a binding 
agreement not to collect any interest until April, 1922? 

Secretary Mellon. For two or three years, of which over two years 
have now expired. 

Senator Gerry. Well, if it was made for two or three years, after the 
expiration of two years our Government could demand the interest, 
could it not ? 

Secretary Mellon. Our Government has not demanded any inter- 
est-, so that 

Senator Gerry. After the expiration of two years you are not 
bound by the letter of the former Secretary of the Treasury ? 

Secretary Mellon. Perhaps this may throw light on the subject. 
In answer to that representation of the Governments of the Allies, on 
the part of Great Britain Mr. Chamberlain wrote as follows. 

Senator Gerry. The letter from which you read awhile ago was 
addressed to whom ? 

Secretary Mellon. To the Secretary of the Treasury. 
Senator Gerry. I mean the first letter that Secretary Glass wrote. 
Secretary Mellon. To the chancellor of the exchequer. 
Senator Gerry. Of Great Britain? 

Secretary Mellon. Yes. He replied 

Senator Gerry (interposing). Would you mind reading again 
the letter addressed to the chancellor of the exchequer? 

Secretary Mellon (reading) : " The Treasuiy is prepared, at 
the convenience of the Governments of the Allie$, to take up with 
their representatives the funding of the demand obligations which, 
the United States holds into long-time obligations, and at the same 
time refunding during the reconstruction period, say for a period 
of two or three years, of the interest on the obligations of foreign 
Governments acquired by the United States under the Liberty loan 
acts." 
The chancellor replies as follows : 

" You are already aware that the British Government accepts, 
as far as they are concerned, the suggestions of the United States 
that the demand obligations of the 4ilies should be funded into 
long-time obligations and that for a period of two or three years — 



t • 



!. 



I 



REFUNDING OF OBLIGATIONS OF FOREIGi^ GOVERNMENTS. 198 

preferably three — the interest on the obligations of foreign Gov- 
ernments acquired by the United States should also be funded, 
and that we are ready to extend similar treatment to our allies in 
respect of their obligations to us." 

Senator Smoot. Do I understand you believe, Senatot, that this 
Government ought now to demand interest on interest! 

Senator Gerry. Oh, no. I did not say any such thing as that. 
What I wanted to do was to get the views of the Secretary of the 
Treasury as to whether or not we are bound. 

Secretary Mellon. I had already stated that in the letter. 

Senator Gerrt. I wanted to get your reason for stating it. 1 
thought the matter was of such importance that I desired to know 
if you based your reasotis upon the letter of Secretary Glass. 

Secretary Mellon. Here is a copy of the communications between 
the Governments which arrived at that understanding. 

Senator Walsh. I suppose thei^ ife a legal question whether we 
could not, as well as the moral question which you are now discuss- 
ing. 

Secretary Mellon. I beg pardon? 

Senator Walsh. There is a legal question, is there not, as to 
whether we could collect compound interest ? 

Senator Gerry. According to the letters that the Secretary read 
from, it was two or three years. It was not definite. 

Senator McLean. The chancellor of the exchequer chose three 
years. There was no question on the part of our Government. 

Senator Gerry. I Question that. 

Senator McLean. Why raise the question when we have not got 
to the place for asking for it? 

Secretary Mellon. Three years will be up soon. 

The Chairman. I hope the examination will not drift into argu- 
mentative form. 

Senator Smoot. Why discuss it at all? 

Senator Gerry. The committee seemed to think it was a matter 
of sufficient importance to ask the Secretary of the Treasury to come 
here, and since he is here I would like to get the information. 

The Chairman. It seems to me. Senator, that an executive session 

on the floor of the Senate is the time for arguing these questions. We 

are here inquiring of the Secretary of the Treasury about these mat- 

' ters. My idea is to get this information and let him go, because he is a 

very busy man. 

I want to say for one that I do not intend to allow much delay in 
the consideration of this bill on account of absence of members of the 
', > committee or on account of interminable examination. 

Senator Watson. I want to ask Senator Walsh if he wants to ask 
any more questions. 
* Senator Walsh. No. I was concerned about the Treasury's posi- 

{• tion on this proposed amendment. 

I Senator Watson. I now want to ask Senator Gerry if he wants to 

^ ask any more questions. 

Senator Gerry. No; I simply wanted to get at his reasons. 

Senator Watson. Then, Mr. Chairman, I move that we have an 
executive session of the committee. 
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Senator Walsh. I do not want to block progress in any way, shape, 
or form, but I do want to communicate to the committee what Senator 
Eeed has said to me. 

The Chairman. The committee has not heard from Senator B>eed, 
but has been treated with considerable discourtesy, in my opinion. 

Senator Walsh. However, I want to communicate the fact that he 
is now at the Attorney General's office, and he says he expects to get 
•here just as soon as he can. 

The Chairman. You do not happen to know the purpose of his 
business? 

Senator Walsh. I understood that it was a pardon case that some 
of his constituents are deeply interested. 

Senator Watson. I now renew my motion to have an executive 
session. i 

(The motion having been seconded and carried, the committee went \ 

into executive session at 11.35 a. m.) ' 
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